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CHAIRMAN HALLANAN: The Council will please come to
order. The Secretary will call tharoll.

MR, BROwN: Mr. Adams? Mr. Ashton?

MR. ASHTON: Heré.

MR. BROWN: Mr. Baker?

MR. BAKER: Here. - . *

MR. PROWN: Mr. Max W. Ball?

MR, BALL: Here.

m. BROWN: Mr. Munger Ball? Mr, Barton? Mr. Bay?
Mr. Birmingham? Mr. Blaustein?

MR. BLAUSTEIN: Here.

MR. BROWN: Mr, Blazer? Mr. Blodget?

MR, BLODGET: Here.

MR. BROWN: Mr. Boyd? Mr. Brazell?

MR, BRAZELL: Hers,

MR. BROWN: Mr, Bridwell? Mr, Sehmann is here for Mr,
Bfidwell.

MR. Bruce Brown?

MR. BRUCE BROWN: Here.

MR. BROWN: Mr. Russell Brown?

MR. RUSSELL BROWN: Here.

MR. BROWﬁ: Mr. Burns?

CHAIRMAN HALLAWAN: Mr. Burnn, by proxy of_mr; Alex

Fraser., Mr. Frdaer?




MR, FRAEER: Here.

MR, BROWN: Mr. Churchill?

CHAIRMAN HALLANAN: Will Mr, Warren C. Churchill plesse
rise?

Gentlemen, I desire to present the new member of the
COuncil, the new President of the American Assoclation of
011 Well Drilling Contractors of Dallas, Texas. We welcome
you here, Mr. Churchill, |

| (Applause)
. MR. BROWN: Mr. Covden?

MR, OOWDEN: Here.

MR. BROWN: Mr. Crocker?  MNr. DeGolyer? Mr. Dbnnoll?

MR. DONNERL: Here.

MR. BROWN: Mr. Dovf

ﬁB. DOW: BHere.

MR. BROWN: Mr. Drake, Mr. Swensrud.

Mr. Dressler? Mr. Duke?

DUKE s Here,

BROWK: Mr. Dunnigan? Mr. Faber? Mr. Follls?

POLLIS: Here,

BROWN: B. C. Gravesa?

-
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B, C. GRAVE3S: Here,

B

,BROWHQ Mr. B. L Graves?
MR. B. I. GRAVES: Herws,

MR. BROWN: Mr. (waltney?




MR. GWALTNEY: Here,

MR. BROWN: Mr. Hallanan?

CHAIRMARN HALLANAN: Here.

MR. BROWN: Mr. Hamon? Mr, ngdey?

MR. HARDEY: Here. '

MR. BROWN: Mr.r H111%

CHAIRMANIHALLANAN: GentlBQOh, I think you are all
‘familiar with the fact that Mr. George Hill was stricken on
the train on hie way to the Council meeting. We talked with
Mrs. Hill this morning, and she said that he had a very good
night. SHe vas very vell pleased, from the assurance that
the doctors hed given her. Her son had arrived, and was with
her; and she feit_that George was in good shape; and that

within a few days Me would be able to return to his home, I

e AR

am very glad to be able to convey that news to you. _ e

MR. BROWK: Mr, Hilts?
MR, HILTS Here.
MR, BROWN: Mr. Holliday?
ﬁR. FOSTER: Foster‘subatituting for Mr. Holliday.:
MR. BROWN: ¥r. Holman?
MR, HOLMAN: Here,
MR. BROWN: Mr. Hovey?
CHAIRMAN HALLANAN: . Mr, Hovey?- Kot here.
MR. BROHN:V Mr. Hulcy? Mr._Hunt? 'Mr. Jacobsen?

MR. JACOBBEN: Here,
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Jones?

MR

BROWN: Mr, Jennings?
JENNING3: Here.

BROWN: Mg, Johnson? Mr, Charles Jones? Mr. Paul

PAUL JONES: Here.

 CHATRMAN HALLANAN: Mr. Jones, vill you please rise?

Jentlemen, I dosire,toﬂpresent_a new member of the

Council, Mr. J. Paul Jones, of Bedford, Pennsylvania, the new

President of the National Stripper Well Assoclation.

=
=
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(xplause)
BROWN: Mr. W. Alton Jones?

W. ALTON JONEZ: Here.

-BROWN: Mr, Keck? Mr. Lerch? Mr. Lovejoy?-

. LOVEJOY: Here.

-

BROWN: Mr. Maguire? Mr. Majewski?

MAJEWSKI: Here.

. BROWN: Mr. Marshall? Mr. Mettel? Mr. McCollum?

COBGROVE: Mr. Cosgrove substituting for Mr.McGollum.”
BROWN: Mr. McGowen? Mr. Meece? ‘

MEECE; - Here.

BROWR: Mr, Moshert Mr. Nlelson?

NIEISON: Here. S e
BROWN: Mr. Niness?

NINESS: Here,

. BROWN: Mr. Nolan?



MR. NOLAN: Here,

MR. BEROWN: Mr. Parten?.

MR, PARTEN: Here,

MR. BROWN: Mr. Peck? Mr. Pew? Mr. Pogue?

MR. POGUE: Here.

MR, BROWN: Mr. Porter?

MR. PORTER: Here.

MR, BROWN: Mr: Pyles? Mr. Reitz?

MR. REITZ: Eere.

MR. BROWN: Mr. Robineau?

MR, ROBIREAU: Here.

MR. BEROWN: Mr. Rodgers?

CHAIRMAN HALIANAN: Mr. Rodgers 1s represented by Mr,

‘@Garrio,LVioe President of the Texas Company.

MR. BROWN: Mr. Rowan? Mr. Shannon? Mr, Sinciair?

@HAIRMAN BALLANAN: Mr. Sinclair is represented by proxy
by Mr., Al Watts. |

MR. BROWN:--Mr. Skelly? -

MR, SKELLY: Hére.

MR, BROWN: Mr. Streeter?

MR, STREETER: Here.

MR. EROWN: Mr. Taylor?

MR. TAYLOR: Here,

MR. BROWN: Mr, Thatcher?

MR. TREATCHER: Here,




MR, BROWN: Mr. Tompson? Mr. Vandeveer? Mr. Warren,
Mr, Guy I. Warren? |
MR. GUY I. WARREN: Here,
MR, BROWN: Mr. J. Ed. Warren?
MR, J, ED. WARREN: Here,
- CHATRMAN HAILLANAN: Ed Warren, will you please rise?.
We desire to weloome hack an old member,_Mr. Ed Warren;
the new Preéident of the Independent Petroleum Association of
Agérica.
| (Applauss)
MR, BROWN: Mr. Weber? Mr, Wescoat?
HR. WESCOAT: Here, |
MR. BROWN:; Mr. White? Mr; Williams? Mr. Wilson?
-MR, WILSON: Hers,
MR. BROWN: Mr. Zehrung? Mr. Zoller?
MR, ZOLLER: Here,
MR. BROWN: Mr. Zook?
We have s quorum, Mr. Chairman.
CHAIRMAN HALLANAN: A guorum 1s present, gentlemen.
You have received copies of the minutes of the last meet-
ing of the‘councii, held on July 28. Are_there any comments
or corrections? If not, a motion to approve ia 1n order.
(Whereupon, a motion wes duly msde, seconded, and
carried that the minutes of the previous meeting be

approved, )
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CHATRMAN HAILANAN: The minutes are approved. The re-
port of the Secretary-Treasurer. ﬁ
MR. BROWN: 8ince the first of ﬁhe year, we have

received 1in contributions and other items -- other items

being'prineipally-ﬁbe receipts from the sale of the 011 Follcy

‘bookleta -- total assets of $75,239. The total dlsburse-

mentﬁ.were $51,7h8. OF that_amount,;$11,94; is for special
projects, such as the National 011 Policy booklet, and'the
manpovwer survey which 18 still under way. Thatleft & balance
of our receipts, totalling $23 490,

We carried over from the flrst of the year $30 273; and
have a total amount to-accountjfor\at this time of $§3,7641
0f that amount, we have transferrod‘to.a reserve fund, whiéh
is represented by savings bonds, $37,000, legving cashlﬁn '
hand of $16,746. |

CHAYRMAN HALLANAN: You have heard fhe report, gentlemen,
ﬂhy comment ? If.not, & motion 1is in order.

(Wheroupon; a motion was duly made, weconded, an&

carried that the repOrt be received and filed.)

CEAIRMAN HﬁﬂLANAHS It has been moved and carried thet
the report be reco;ﬁed and filed. BSo ordered. |

Gentlemen, by reason of thértérmination of the preaiﬁency

of the Indapondent Petroleum Alaociation of America of Mr.

“Frod Shield, a vacancy haa occurred on the Agenda Committee.

Subdoct to the approva.l of the Council, the Chairmsn has
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designated Major Hardey‘to 111 theé vacancy caused by the
termination of servide of Mr. Fred Shield, to fill out the
unexpived term as a member of the Agenda Committoe._ I would
like at this time to ask the Council's approval of that
appolntment. |
(Whereupon, a motion was duly made, seconded,

and carried ﬁhaﬁ'ﬁhe appointment be approvéd.)

CHAIRMAN EALLANAN: 8o ordered.

We come not to the répqrta of the speclal committees,
Mr. Vandeveer, may we have some ropbrt from you as tq the
progress of the Petroleum Industry Menpower Committee?

MR, BROWN: I don't think he is here.

CHATRMAN HALLANAN: Well, you present it.

MR. BROWN: In Mr. Vandevaer'u‘abnenco, I will attempt
o give you an idea 6? what has been happening.

| Just about the time of our last meeting, we were in the

procesa of sending out to the various companies and indivi-
duals in the 1nﬂﬁatry, quontionnaires vith regard to their
~ employeess, sesking the nuﬁber of employees, in certain classi-
ficatlions.

thnty—fiée thousand of those queationnniren-went out.
We had some excellent reaponse‘in the firat few weeks; and
then 1t died out; and we have recently heen making a folloﬁ-up
on that; and reapqnnes sre again coming in.

Up to the present time, I don't fesl that the asurvey is
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completed or sufficlently representative to be useful, How-
ever, we¢ have tabulated returns from 3,256 companies, repre-
senting scme 369,000 employees.

It‘might be intereating to know that of that number,
some 8,000 are 1# the Armed Forces Reserves, which Vas a very
important i1tem that the National Security Resources Board 1s
coﬁcerned with.

I would urge, if you could, that you help us get-thése

An, They are again in ;I;Eulation; and the matter is alive

once mors, I h&pe you wlll help us with people of your ac-
guaintance in the industry in getting the returns in. There

are some members of our Councll vwhose returns are not yet in.

I hope they will look into the matter.

CHAIRMAN HALLANAN: Gentlemen, that constitutes a report
of prerasgrbeing mﬁdeby this committee. I do want to re-
emphasize what Mr. Brown has referred to, that there are a
number of cqmpanies whose represéentatives are members of the
Council,who have mot yet made response to this request for
manpovwer information; and I hope that you will take steps to
see that that information 1is forthqoming aa-promptly aB -
possible.

In the absence of Mr. McCollum, I w111_ call upon Mr.

Hines Baker at this time to present the progress report of

the special committee authorized by the Council to look into

the matter of Peiroleum Reserve Productive Capacity.




Mr. Baker.
MR. BAKER: Mr. Chairmen, the Committee on Crude Petro-

leum Productive Gapdcity held its first meeting at Tulsa on

Aﬁguat 19, at which 1t was concluded to met up two sﬁbn
cormittees; one, a working sub-commlttee to examlne the dataj
conduct the studies, and write a report; and tvo, a legal
sub-committee, which would advise with the working sub-com-

- mittes, and'roview the report,from 8 legal standpolnt.

The working_sub-committqo hed 1ts first meeting on
September 29, at Houston, with severa) members of the legal
© committee present, and dévalbped an outline in detail of the
procedure that would be followed in the preparation of the
report, It submitted its proéédure'to the general committee,u
to Mr. McCollum, and the members of the gemsral committee.

Mr. MCollum made s canvass of all members of the general
commlttee; and the ocutline, as submittod.by the workihg com-
mittes, has been approved;.

Now, on the baslse éf that outline, the working committee
is nov engaged in its studies, and 1# the development of the
maﬁorial for filliﬁg-Out this outline; and vwill be prepared to
make its report sufficiently ahead of the next meeting for
the general committee to review its report.

I would presume thatby the next meeting, the general
 committee may be ready to make its roport, Mr. Chairman.

CHAIRMAN HALLANAN: Any questions, gentlemen, in
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connection with this committee's activiﬁie@? This constitutes
a progrep# réport from thia-Special Committes on Petroleum
Resarve Productiva Capacity.,
| Now, Mr. Baker, you &are the acting chairm#n of the Agenda
.'Gommittee,,in.the absence of Mr. George Hill; and I would
auggést that &t this time you present the repbrt of the Agenda
édmmitfqe.‘ | | |
'-_»JMﬁ; BAKER 1 "To the members of the ﬁatidnal Pe troleum
" Counedl: |
" on September 22, 1949, the Chairman of the Kationﬁl
Petroleum Councll transmitted to the .igenda Committee, & copy
of a iatter dated September 16, 1949 from Carroll D. Fentress,
Actlng Director of the 011 and Gas Division of the Department
of the Interior (copy‘of which 1is ﬁttachcd heretc and made &
part of this report), referring to the Council's report of
July 28, 1948 with regard to a study of the liguefied petro-
leum gas situation, including a spudy of liquefied petroleum
gan production and transportation f&cilitieb..In hié letter the
Acting Director requested that the Natlonal Petroleum Council
restudy this lmportant matter and submit suéh report and re-
commendationa thereto as maf be deemed appropriate,
" On October 19, 1949, the Chailrmen of the HNetional
Patrdleum‘Council tranamitﬁed to ﬁho Agenda Committee, copy.
of & letter dated October 18, 1949 from the Honorable J. A.

Krug, 3ecretary of the'Interior, together with an attachment,
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H. R. 6047, 'a bill to emtablish a Petroleum Policy Council
for the purpose of developing, clarifying, and coordinating
national policies_relating_to‘patroleum and for other pur-
poses.' seéretary Krug requested the Councll to establish
a committee to study the propoaed legislation and to submit
such report and recommenda tions on the subject as may-be deen-
ed appropriéte.~ | |

" At the meeting of the Agenda Committee on October
24, 1949, the Chairman of the National FPetroleum Council
presented to the Agenda Cormittee, copy of & letter dated
October 20, i949 from C. Girard Dsvidson, Acting Secrot;ry of
the'Interior {copy of which.letter 1s attached hereto and made
part of tﬁia report) citing certain éfoblems of concern to
the Interior Dep&rtment with respect to oll and gas leaﬁing,
and requested that'the Council ﬁako an appropriate atudy,
réport and recommendetlons with resect tc oll and gas leasing
by the Federal Government, 1ncluding possible recomﬁenﬂationu
to the Congress, with a yiew to expediting‘the granting of
leazes on federal lands and'assuring a fair initial return to
the Federal Government without undue burden upon applicants in
the development of the countfy'a petroleum resources,

:Thé Agenda Committoe met at Councll headquarters on
Octoher 24, 1949.to consider the problems ap stated herein-
before, wvhich were presented (1) by the Acting Director of

the 011 and Gas Divieion; (2) by the Secretary of the Interior;




and (3) by the Acting Secretary of the Interior.
"froblem 1

"The Agende Committee unanimously recommends the reacti-
vation'of the Fational FPetroleum Council's Committee on
Liguef'ied Petroleum Gas and that that committese be requested
to make a factual study of the liqueflied petroleum gas situa-
tion, including a study of liquefied petroleum gas production
and transportation facllities, and submit to the Councll such
report and recommendstions as may be deemed appropriate,

"Problem 2

"The Agenda Committee, with A, Jacobsen and Hines H.

Paker dissenting, recommends that the National Petroleum
Councilrcomply vith the request of the Secretary of the

| Interior that it appdint a committge to study H.R. 6047

introduced by Representative Oren Harris on August 18, 1949,

and to submlt to thelCouncil such report and recommendations

¥ith respect theroﬁo, g5 it mey deem appropriate.”

There ia attached toc the roport.of the committee & copy
of the Harris Bill. I am not sure that the contents of that
bill are generally known to the members cof the Council. The
diastribution has been made to members of the Aginda Commit tes.
Has 1t been made, Mr. Chairman, to members oflthe Council?

CHATRMAN HALLANAN: -Yos.i

MR. BAKER: " Problem 3. The Agenda Committee unani-

mously recommends thst the National Petroleum Council appoint
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a committee to meke an appropriate study with respect to the
i;nsuanco of oil and gas leases by the Rederal Government on
acquired and public lands under the Federal leesing acts and
report thereon with such recommendations as may be deemed
aprropriate,” |

MR. JACOBSEN: Mr. Chalrman, I would like to make one
'thing clear for myself. I am gulte sure that Hines Baker
feels the same fay about it, When he and I disagreed yes-
terday with the action taken by the ma jority of the Agends -
Committee, I don't want 1t understood I am in favor of damn
bill, becsause I think it ia polson. The oniy difference waa
one of procedure and strategy and how to handle 1t. It doesn't
mean that I 1lke the blll,

CHAIRMANHALLANAN: T am certain that we 21l understand

——

that.

MR. JACOBSEH:A Hines, how about you? Don't you want to
say the same thing?

MR. PAKER: Let's wait until Barney gets through. ,

MR, MAJEWSKI: I will state the other side of the case
88 briefly as Jack did; In rising to move the adoption of
the Agenda 00ﬁmittoe'a report -- which I do move the adoption
of -- I want to make this comment: that this was the first
time that the Agenda Committee has made & recommendation to
the Council that haa not been unanimous; and so that no one

¥ill misunderstand those who are 1n favor of recommending a
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study of'the Oren Harris Bill,'tha difference is only one of
procedure; and I want to make 1t very clear that 1t is obviocus
and will be obiious that 1f we deny the opportunity to thls
Council to express 1ts opinlon on the Harris EBill -~ which
T think will be no different from your point of view, Jack --
some people might say we were for it. 3o I belleve 1t proper,
on behalf of the mejority of the Agenda Committee making the
reqommendation, in which our good friends, Jack sand Hinaﬁ dis-
sent, that this 1s the democratic waf of lettihg the world
know that we are resdundingly opposed to the Harris Bill.
Otherwise, no ong'would sver know that ve were opposed to it.
I move the adoption of the report.

CHAIRMAN HALLANAN: You have heard the motion. Is thers
a second to the motion?

MR. BAKER: Mr. Chairman, I would like to make this

. aglam - is, since the discussion is umd~ acy e
further obseTrve -« on th

T had not i1ntended %o make & comme |
vote on the consider

nt until the discussion vwas

ation of this
under WAYy. - _ -
t I belleve that 1t 1sn't good policy for

&

question 1s th "
e Secretary
11 to have under consideration and advise th
Counc -
an enlargenm
£ the Interior on theae questions that involve
o] ] .

pd authority: and that the

P8l pover &
or ®xpsnsion of Pedersl PO N

'

8 LIl *yice
onfine its
Councll should o© :

are already withl

ye will find our



ol

18

may be an instrument sometime for enlargement for Federsl
suthorlity and control over the husiness: &and we had better
leave to individusl units in the industry this matter of
actlion with reference to specific pleces of legislation; and

that this council ought not to undertake to snalyze, for the

-3ecretary of the Interior, and register feelings for or

against leglislatlion gxpanding the authority of the Federal

Government; but leave that to 1ndiv1dua1 units in the industry

for individual action. " Thaet 18 the basis for my view on 1it.

I think ve are setting a precedent here that is a 1ittle bad,
CHAIRMAN HALLANAN: The Chalr recognizes Mr, Msrshall.
MR, MARSHALL: As the seconder of Mr. Majewski's motion,

and one whb voted for thé Gouncil's'consideration of" the

Harris Bill, I want to further emphasize that the reason that

those of us who supported consideration of the Harris Bill
did so gets back to a fundamental agreemsnt between Mr, Baker
and Mr. Jacobsen and the rest of us, mainly, that we are

very much opposed to anythling that points in the generel direc-

tion of Federal control of the 01l industry. We think that

that 1s vhere this bill points; and we think that the Council
ought to take an affirmative and a positive position in rela-
tlion thereto, rather than merely to bow out and not take a
firm and poaiti?e position. |

I take 1t that with respect to the fundamental isasue as

~te how we all feel about the bill, we are all in agresment ,
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MR, HARDEY: Mr. Chairman, as a member or'tho'majority
of the Agenda Committee also, I would like to supplemjnt the
remarks of Mr. Mejewski and Mr. Marshall by saying; in our
opinion, the Secretary of the Interior, ﬁho_is the head of
the agency most affected by this bill, is entitled to the
adiioe of this Council, in view of the fact that 1t 1is on-.
cumbent upon him to make a report to the proper'commiﬁtee of
the Congress on his position on this particular bill; and for
that reason, we thought 1t was our duty to advise :he Secre-
tary of the Interior on the position of thls Council.

CHAIRMAN HALLANAN: Any further remarks?

"MR. DUKE: Mr. Chal yrman, I would only like to ask Hines
-- I don't mean to be facetious -- how do you reconcile that
vievw about not advising Cap Krug in connection with the sub-
merged lands thing? Isn't it somewhat the same thing? I am
only asking as & puzzled spectator.

MR. BAKER: I don't think the Secretary has called on
us for'upoéiric recormendations in regard to submerged lands.
We adopted s national policy that covered our concept of the
wvhole range of national polley regerding oll and gas; but
there hae been no submission by the Secretary to us of any
particular submerged lands bill, as we h&vé here. This 1=
a submission to the Council for actlon on aﬁ individuel plece
of.legislation.

MR. DUKE: I see the difference.
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CEAIRMAN HALLANAN: Major Cosgrove,

MR, COSGROVE: I will try to be brief also. I agree
 with the vievs expreased by Mr., Beker. I think th@icouncil
ghauld be restricted i1n making the recommendations. This bill
is before a committee of Congreas, which is a deliberate

body, itself, vhere every unit in the industry, or every
individual will heve an opportunity to express its opposition.
Ther§ is no dlsagreement on a ma@ter of substance, merely
ﬁrocadure; and T think we sre going off on the wrong oot in
following the procedure ﬁuggeutod by the committee,

CHATRMAN HALLANKAN: The question is on the adoption of
Mr. Majewski's motion.

(Whereupon, the motion was duly voted upon and
carried;)

CHATRMAN HALLANAN: The motlon is edopted; and the
report of the Agenda Commitﬁio is gproved. -

After consultation with the Chairman of the Appointment
commiﬁtoo, the Chair desires to anﬁounco the appointment of .
tvo of the commltiteen ﬁrovidad‘ror iﬁ this report: First,
the comhittes to deal with the appropriate study with repect
to the lasuance of oil and gaa leasss by the Federal Govérns
ment on acqulred and publle lends under the Federsl Lo#sing
Acﬁ. I desire to appoint the following cormmittee:

Mr., J. C. Donnell, Chairman; Mr. A. Jacobsen; R. 8.

Shannon; A. C. Mattei; R, G. Follis; Rush M. Blodget;
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H. L. Hunt; John M. lovejoy; W. G. 8kelly; L. 3. Wescoatg
H., E. Zoller: L. F, McCollum; E. F. Ballard; and E, Ef Pyles.

The committee to make & Teport on the Proposed Petro-
leum Policy Council, the Chalr appoints:

Mr. J. Howard Marshall as Chalrmen; Mr. Hines Baker;
Mejor B. A, Hardey; Colonel T. H. Barton; Frank M. Porter;
‘W. Alton Jones; A. Jaéqbson; ReeaepH.Tayior; B.B.Jennings ;
J. B4, Warren; J. R. Parten; B. L. MajJewskl; Max W. .Ba}l;-
William Keck; Robert E. Wilson; and Sam B. Mosher,

Gentlemen, the next order of business is the report of
the Petroleum Imports Committee. Secretaery Krug has asked to
be present at the time that that report is mede. 30 we have
" sent for him and hope to have him here before I call on you,
Mr. Porter. | -

In the meantime, the report of this committee wlll be
distributed.

MR, RUSSELL BROWNF: Mr, Chairman, dorI understand that
on Problem 1, 1t will be the same personnel as the Liguefled
Petroleum Gas Committee?

CHAJRMAN HAILLANAN: Not exactly the same pesrsonnel, Sub-
stentially, 1t will be s reactivation of the same commlttee.

MR, RUSSELL BROWN: You didn't neme them? |

CHAIRMAN HALLANAN: I didn't neame them, in view of ﬁhe
fect that there willhave to be some renaming of some of the

somnittes. We find that,
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Mﬁ. JACOBSEN: Mr, Chalrman, how abcut this Councll send-
1ng-a telegram to George Hill, wishing him God's speed?

CHAIRMAN HAILANAN: I think that would be very appro-
priate, Mr. Jacobsen. Do you 80 move?

MR, JACOBSEN: Yes sir,.

CHAIRMAN HALLANAN: Will you prepare 1it, Mr. Jacobsen?

MR. JACOBSENﬁ No, you can do it much better than I.

- CHAIRMAR HALLANAN: Gentlemen, while we are walting on
the Secretary, I think I might take advantage of the time
here to introduce to the Councll some of the Government
representatives and the representatives of some of the Con-
gresaional committees who are sittling with us in thie maeﬁing.

First, I desire to present Mr. Stewart French, who is
the legal advisor to tpa Senate Interior and Insular Affaips
Committee, the committee of wﬁich Senstor O*Mahoney is Chair-
man,

Mr. Stewart Franch.

(Applause)

From the Coﬁmerce Department, I desirs to 1ﬁtroduce Mr,
| Mead Stull, of the Fuels Division, of the Office of Inter-
national Trade. ’ |

Mr., Stull.

(Applause)
From the Office of Feconomic Cooperation Administration,

Dr. E. 0. Bransky, Acting Chief, Fetroleum Branch, of
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the Petroleum Industry Division.
(Applause)

From the Federal Bureau of Supply, we have with us one
 of our great advisors, and & man we are slways glad to have,
Mr. W. E. Gannon, Assistant ta the Chief of the Federal Supply
Puresau.

(Appiauae)r

Now, from tﬁe House Interstate and Foreigh Commerce Com-
mittee, we have with us this morning, Mr. Andrewv 3tevenson,
Advisor to that committee, Mr. Stevenson. |

(Applause)

From the House Smell Business Committee, Mr. Otls H.
Ellis, Executlive Director of the House Small Business Commit-
tee.

Mr. Ellis,

(Applause)

From the Bureau of lend Management, Mr. Marlon Clawson,
Director of the Bureau of land Management .

Mr. Clawson.

(Appleuse)

From the Bureau of Mines, Mr. James Boyd, Director, amd

Mr. Frederick 5., Lott, of the Bureau of Mines.
(Applause)
Fér the Information Division, Mr. Jaumes Kendrick5

(Applause)
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«
" Now, from the 01l and . Ges Division, Mr. Edvard Swanson,
Mr. Swanson.
(Appl&use)r
Mr. John Boilce.
(Applause)
Mr. Psul B. Whitney.
(gplause)
These zentlemen ars all from the 01l and (Gas Divislon.
Robert J. Finney.
(Applause)
Jeohn A. Poulin.
(Applause)
And very erficient Miss Bernice Xirschling.
(Applauae)
From thé-Munitionn Board Petroleum Committee, Admiral
B. B. Blggs.
Admiral Blggs.
(Applause)
Colonel V. v. Wooster,
~ (Applause)
Colonel F. B. L. Méyor.
Colonel Meyer.
(Aplause)
Mr. Willjiam G. Wrather, a director of the U.3.Geologl-

cal Survey. Mr, Wrather.
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(Applause)

From the NRationsl Security Resources Board, Mr. H.
DﬁWéyne Kreagbr, Director and Board Secretariat.

Mr. Kreager,

(Applaumse)
And Colonel G. H. Vogél, Chief of thé Petroleum Division.
(Applauqe)
Also, ve haie present this morning Colcnel Louls Cotulla,
‘ of the Armed Service Purchasing Agency. |
Colonel Coﬁulla.
(Apﬁlause)

From the State Department, Mr, David lLonganecker, of
the Petroleum Dlvision of the State Department.

Mr. Longanecker,

(Applaune)-

And from the Senate Interior and Insular Affalirs Com-
mittee, ve also'hﬁvo Mr. Arthur Sandusky, the legal advisor
to that committee.

(Applausse) |
And from the Tariff Commission, Mr. Donald Bell_,‘com-
modity Speclalist of the Tariffl Commiaaipn. Mr. Bell.
(ﬁpplaﬁaa)

Gentlemen, the Secretary 1s unfortunately delayed in

getting hefo, but I think he will be here in the course of

a short time. We will now revert to the procedure; and I
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desire to call upon Mr. Frank Porter, Chairman of the Specisal
Committee on Petroieum Imports,

Mr, Frank Porter.

MR, PORTER; Mr, Chalrman, the Cqmmittee on FPetroleum
Imports held its first meeting on August 23;{at vhich time
there was zppolinted a statistical subcommitiee o compilé and
report to the maln committee some facts and figures they
thought might be pertinent to the sub&ect.

Now, this report wag rinalized in QOc¢tober 12, and was
then tfansmitted to cur members of the Petroleum Import Com-
mlittee, together with a.letter in vwhich I tried to summarize,
to some sxtent, what the report contalned.

Then, on Qctober 23 and 24, I called the committee to-

_ gether again; and rather than try to direct the comﬁittoe vith
an agenda, I chose to throw the meeting open to obtaeln a
frank and full discusslon among the members of the commlttese;
and see vhat thinking we could davelop as to each individual,
and perhaps each segment of the industry.

The meetlng was very ysll atiended, and everybedy had
somethling to say about it.

Now, I might say At this time that no basic conclusions
were reached by the commlttes; and we have in_mind at this
time presenting what could be termed an interim report, con-
slsting of the report of the Statlistical Subcommittee; wlith

a covering letter, a statement which T made at the opening
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of the mseting on last Sunday; and I have also prapared for
you, Mr, Chairman, s letter of transmittal of this lnforma-
ﬁidn; and T think that all membera here now hav e a complete
file on this.

With your permisuion,_l vougd like tc resd this igﬁter
dated yesterday:

“0n.Auguat'23,_1949, the Commilttes on Petroleum
Imports met in Washington, D.C. and appointed & 3tatis-
tical Subcommittee to compile and report tothé Committee
such petreleum stutiéticﬁ as 1t deamed necassary for
the Comnlttee's use in carrying out its assignment to
make "a factual study of the matter of petroleum imports,
tnoluding the effect on the domestlc industry, domestic
economy and nationsl securlity.' On October 23rd and 24th
the Committee convened in Washington, D.C., for its
gecond meeting to study the Statistlcel Subcommlttee's
veport, discuss 1ts economic implicatlons as related to
the Cowmittee's assignment, and conslder the nature of
the report to be made.

In view of the mapy factors bearing upon the matfera
belng considarod by the Committea, it was the unanimous
view of the Committoe.membera thatadditional time would
be requiféd for further study, discusalcn and preparation
ﬁf a final report.

We are, therefore, herewlth enclosing copy of the .




Statistical Subcommitteé'n report, together with copy
of letter dated October 12th to the members of the
Petroleum Imports Committes, briefly summ&rizing,'in
general terms, the findinga of the Subcommittee. Also
attached is copy of statement of the Chairman of the
Commithee, dated October 23, 1949. The purpose of thie
interim report ;a to advise the Councll of the progress
of the Committee and to make avallable to the members
"of the Councll the baﬁic mnformation on which the Com-
| mittee's conslderations have been predicated.

The Committes authorized that a Drafting Subcom-
mittee be appointed to prepare a proposed report. The
personnel of such subcommlittee will be notified of thelr
appointment within the next faw days and ve ars hopeful
that a report ban he prepared'and approved by tho'com--
mittee for submission to the Council at ite January
meeting. |

If any member of the Council, after study of the
information herevwith submitted, desires to make sugges-
tions with respect to the form or subject matter to be
contained in the report, 1t will be welcomsd; Such sug-
gestions, hovever, should be submitted in writing, as
promptly as poalible, to me as Chalrman of the Committee
on Petroleum Imports, c/o Nationsl Petroleum Council,

Washington, D. C.
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Feapectfully submitted.”

If you like, Mr. Chalirman, I will read thes letter of

Octoter 12th.

CHAIRMAN HALLANAN: I think that would be dosibable,

Mr. Porter, because that analyzea, to a conslderable extent,

the Statistical Committee's report.

MR. PORTER: "I herewith enclose & copy of the report
of the Statistlieal Subcommititee on Petroleum Imports for
your study and conslderation in connection with a meet-

ing of your Committee that has been called for October

23, 19149, in Vashington, D. C.

The Statietical Subcommittes to the National Petro-
lsum Council Committee on Petrcleum Imports was appointed
to develop baslic statistices relative to the import of
crude petroleum and petroleum products as they relate

: )
to the petroleum industry, and the domestic economy and
the national securdity. In complisance with this, the Sub-
commiﬁtee investigted various sources of information
relative to imports and exports of crude petroleum and
petroleum products and has summarized 1ts factual
observati&na on such date in the attached report. There

were several capes where exact statistics were not avall-

able. The Statistical Subcommlittee, in much cases ,

‘ﬂagreed upon reasonable approximations. A complete ex-

_ planation of sources and hases for approximations is
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contained in the appendix to the report.

The—fellowing summary has been eapociallyprOPgrqd

for the main Committes to aid in your 1nterpnetn£ioﬁ :

of the Subcommittee report. My comments do not neces-
sarlily represent = aummatibn of fho views of the members
of the Subcommittee, although it 1s based on the written
vords of the Subcommittee. |

Petroleum imports as reported by the Bureau of Mines
and Department of Commerce include all petroléum enter-
ing the‘Unitod States except for forelgn oll in transit
to another country, as in the case of tﬁe Portland;Montreal.
pipe 1 ne. Residual fuel brought in in bond for bunker-
ing vessels engaged in forelgn trade, bonﬁed imports of
crude oil for processing and uxportgr resulting product s,
and imports by the military in addition to the normal
commercial imports sre all included in the reported dats,
A parallsl structure on petrolsum pfoducta moving out
of this country doss not exist in the reported data by
the Bureau of Mines, Commercial transactlons are reported
by the Buresu of Mines as sn Yexport'. Militarj of f-shore
requirements areé included as a part of doméstic demand
by the Bursau of Mines. Fuel used 1n bunkering ships en-
gagad in foreign trade 1l1s 11kéw1se classified as a portion
of domestic demand. The results of s comparison of

1mports as reported with movements of petroleum out of
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this country depend to & large extent upon the defind-
tion of exports. The Subcommittee was not charged with
the respnasibility of defining exports. It 1s a factual
observation, however, that the comparison betwsen imports
with exports, according toc any one of the three possible
definitions representling movements out of_the country,
has reflected a changed condition in the post-war period
wherein the inflov of petrcleun represents a growing
amount relative to the ocutflow.

The preponderance of imports durlng the post-var
period imuprimarily crude oll and residual fuel oil.
Cruda oila have originated largely from Western Hemis-
.phera sources , wih an increasing portion comihg from the
Eaaﬁorn Hemlsphere. Western Hemlsphere crudes brought
into the country are partly sﬁedialty crudes and heavy
crude for reeidual fuel procduction.

The Subcommittee, in 1ts effort to reveal the sig-
nificance of imports on the domestic petroleum industry,
has shown the relationship of total imports as & percen-
tage of total petroleum aupply and ﬁs a percentage of
total demand for a aseries of years., These tables reveal
that current percentage of imports to new supply do not
constitute a nev high in the experisnce of the industry,
but are aubatantially belovw the percentage shown for

1919-1924 inclusive. 'The current percentage, however,




i at a2 higher ratlo than existed pre-war after the
discovery of the East Texas f1eld. A comparison is also
offered concerning the value of imports veraus the value
of commercial expcrte. Eecause of the nature of imports
being largely raw products and residusl fuel snd the
nature aof our off-shore movement helng, to & large ex-
tent, highly refined products and higher priced crudes,
the axfort value to the 1ndu£try ls considerably greater.
than the value of lmports. |

Imported crude may be 1nterpreted as having & beer-
ing upon industry development in the form of new explora-
tory efforte end the discovery apd development of addi-
tionsl domestioc reserves. For this resson, the trends
of wells drilled, footage drilled, and stripper well datﬁ
are summarized in tebles and charts,.

Domestic production-represented qpproximaﬁely 80
percent of meximum efficlient productive cdﬁacity in 1640-
1041, The Subcommi ttee has aniumod that the 1ndustr§
produced at meximum efficient capaclty during 1948 and
anticipates that during the year 1949 will produce at
89 percent of the eatimawd maximum efflclent productive
sapacity. |

No statistical data are presented concerning imports
and the national economy except with respect to the .aig-

nificance of petroleum in international trade. The
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ramifications of such sssignment are'sb tremendous in
mumbher thet thias did not appear feasible. The Sﬁbcom-
mittee did point cut the relationship between imports
of‘peﬁroleum products and total imports into the nation,
and a similar comparison with respéct to exports. This
compaéisonias predicated upon dollar vélub. The foreign
trade of the. petroleum industry constitutes an important
segment of our 1nternafional trade,

The Subcommi ttee wés asked to regard the significance
of imports of petroleum upon national security.l In an
attempt to meet this request it has shown the origin of
imports broken down between Vestern Hemiaphere and Eastern
Hemisphere sources, This line was adopted by your Sub-
committee because idmiral Biggs, in a recent testimeny
before the House Small Business Committee, atated that
the @peation of national security as regerds petroleum
involved the entire Western Hemisphere. /Accordingly, the
examination of this subject resulted in an inclusion of
imports, exports, demands, productivo'capncity, etc.,
for the entire Wantern‘Homispheré.'*In round numbers it
may be said that in 1948 Weatern,ﬂomispherc production
sxceeded the actwal consumption in the area by a million
barrels dalily.- o R

| The Subcommittee report attempte to bring out such

factual material as is avallable on the various
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gquestions raised by lte assignment and by members of
your Committee at its first meeting. The zubject 15
covered #1th a ressonably comprehensive treatment and‘
throughout the preaqntation, the statements afe limited
‘to those of a factual nature as seen by the members of
the Subcommittee. The Subcommittee report does not
discuss economic implications of the comditions por-
trayed, since auch interpretations are the responsi-
bility of the Committee on Petroieum Imports,

According;y, I would reguest that each member study
these facts carqfully!and be pgepared to_discuus‘the
economlic aignificance thereof on October 23;' 3uch an
ev#luation will'of'ﬁecessity constitute the primary sub- .
stance of our report ﬁo the Naetlonal Petroleum Council,

Upon review of these data, the Committéa on Petro-
leumImporte may decldes that additional factual Informa-
ticn on speciflc points 13 needed. If information on
suck points 1s aveilable, the Subcommittee will attempt |
- to bring such informstion togathf forryour review,"

Now, Mr. Ghéirman, the Subcommittee was not glven any

too definite instructlons on what they should use in the

report. The Committee, as constituted, were men that vere

high up in their professicn; and we left it largely to them

a8 to what they should put in this statistical report, with

the thought that it could be slled to or deleted from by the




same committee,

Now, the Committee, as I have stated in my letter to
you, will meke an attempt to get out a report by Jepuary. I
am not too sanguine sbout that, I am Just very hopeful that
we can. We willl bend every effort in that direction,

Now, I have in mind at this time, with your permission,
designating the members of the Drafting Committee, to assure
you thatnc time 1s being lost in that respect.

CHAIRMAN HALLANAN: Mr. Chalrman, I vant to take this
oppertunity to congratulate you amd the members of the Com-
mittee® upon the very fine approach they have made to this
critical prbbiem; and I.think 1t is a fine demonstration of
what can be done when men, repreasenting different viewpoints,
can get around the table amd have an exchange of thise view-
polnts,

This subject is one, of couruo; which has attracted the
widest degree of attention, and, perhaps, the wildest division
of thought} but I congratulata you upon the progress you have
nado, I am satisfl ed that whén you do complete your report
yoﬁ will come up vith something that will represent a very
cons tructive achievement for the whole Peotroleum Industry,
on thils gubjact.

MR. PORTER: Thank you, Mr. Chairman,

MR, FENTRESS: I would like to say & word, too, 1f I may.

T had the privilege of siltting with the Committee on Sunday
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all day, and & goodly portion of yentqrdayg and I wéﬁld like
to commend the Committee on the thoroughness with vhich 1t-

is attacking this very difficult problem. It is a complex |
problem that has many repercussions, not only on the o0il
industry, but elsevhere; and I would 1ike’ta commend hoth

Mr., Porter, his Commlttee, and the sStatistical Subcommittee
for thelr fine work to date. I know we are going to have a
very excellent report, from sitting in ﬁhoir meoetings. It
just can't be otherwise. 7The Statistical Subcommittee's
report, I thi;k, is quite an accomplishment in i%self. It

hae put together in one place 1nformation,fromrwidely scattered
:aourcoa. It has also added infcfmation which hitherto has not
ﬁeen available. I think all of you will find much interesting
and valuable dats withbn that report.

Thank you.. |

CﬁAIRMAN HALLANAN: Mr. Porter, you may proceed.

MR. PORTER: As members of the Drafting Committee, I
have named Mr, Howard Mersnsll, Chairman; Mr. Russell B;)
Brown, Mr. Sidney dwensrud, Mr. B, VL. Ma jewekl, Mr. W.
Alton Jones, Nr. Joé Nolan, Mr. Gene Hoiina.n, Mr. Parks
Gvaltney, a commlittee of elght. I have tried to spread it
eround through the different segments of the industry, Mr.
Chairman; and I believe it is a repressntative committao.‘

CHATEMAN HALLANAN: Are there any guestions, gentlemen,

that you deaire to propound?
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MR. DUKE: Would it be pertinsent, Walter, to ask Mr.
Porter, who vers the members of the Stafistical Subcommittoo;
and are they given here? It is a very thorough report.

MR. PORTER: Chairman, Howard W. Page, Vice Fresident
of the Standard 011 Company of New”Jersey. Fred Sehmann,
of the National Stripper Well Association. Kenneth E. Beall,

Phillips Petrolsum Company. John Boatwright, of the Standard

011 Company of Indiana. James V. Brown of the Natlional Petro-

leum. Council. Austin E. Cadle, Standard 01l Company of
Celifornia. John C. Day, Weatern Petroleum Refiners Assocla-
tion. Mayette B, Dow, Natlonal Petroleum Assocliatlon. 3tark
Féx, 011 Producers Agéncy of Caltifornia. R. J. Gdnzalez,
of the_Humbla bil and Refinlng Company; Rarry B, Hilts of the
Atlanu:ébaa{‘on Conference. Dene B, Hodges, of the Shell
011 Company. Minor B, Qameson, of the IPAA, J. P. Jones,
of the Penn-Grade Cruds 011 Assoclation. W. H. Kraft of the
Honolulu 011-Corporation. J. A. Lentz of the Contlinental
011 Compeny. ¥. Madison of the Texas Company. A. J.McIntosh -
of* the Socphy-Vacuum 011 coﬁpany. W. G. Moore, Gulf 011
Corporation. Fred Van Covern of the American Poéroleum Insti-
tute.

MR, DUKE: Thank Jyou.

CHAIRMAN‘HALLANAN: Any further questions, gentlemen?

This report will constitute a progress report from the

Special Committes on 011 Imports, with the thought that
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final report may bhe tranumitted to thé Councll at the next
meeting in January.

Thank you ageln, Mr. Porter,

‘MR, PORTER: Yes, sir,

CHAIRMAK HALLANAN: Mr. Bruce Brovwn, as Chairman of
_the Military Petroleum Advisory Board, do you have any report,
progreag or othervise, to make at this time?;

MR. BRUCE BROWN: Quoting & famous stetement made by an
oll company president during the warffoquently here, "HNo
report."

CHAIRMAN HALLANAN: Colonel Cotulla of the Armed Services
Patroleum Purchasing Agency. |

COLONEL COTULLA: Mr. Hallanan and gentlemen: I really

——

don't have an excusé for being.hamo this morning, other than
fhe fact that I thoughtiperhaps it advin#ble to ap’ear in
person and at least demonstrate that at least so far as I
repressnt a small part of the Military Esﬁablishmsnt, things
are not quite as bad as you may have been led to believe by
the svents of the p&st.faw veaks ,

So far as the Purchasing Agency activities are concerned,
Ve are doing very vell. We have no complaints. Our require-
mants_are heing met, I hope that you, in turn, find, that our
requirements have not been particularly excessive; and that
som® of the fine print in the contracts that we send out

toryou is not too onerous.
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The last time I was herg, I believe I indicated that our
militery requirements, bulk requirements, exclusive of
reglonal contracts, which are more or less a stable quantity,
of varying relatively little from timi to time, vere of the
order of 87 million barrels, wvhich represented a reduction of
some 10 million barrels over that of last year. |

I find that since the last meeting, an interim reading
.1ndicatos that our rﬁquiromenta had gbne back up to 96 or
97 million barrelis, of course, amounting roughly to the
figures of the past year; and now, much to my surprise, I find
that the figures are hack down to 87 million bafrela. |

That isn’'t Bo surprising. Fluctuétions on that order
are to be expected. As long as we all focognize them as
being more or less normal, end part and parcel of the diffi-
cultieg of estimating requirements over & period of a ydar,

ve can hardly expect any greuater degree of accuracy than five

or ten percent. These estimates are within that degree of
AQCUracy.

Briefly, we find that the aviatioh fuels -- and we ere
nov asking for bids on aviatlion fuoli in this quantity for
the first six months of the next calendar year -~ totel between
134 and 14 million barrels. That takes in the 119, the 100,
the 91, and the jet fuels.

Our motor gasoline requiroménta for the next six months

~- bearing in mind for this current perlod, for the period
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ending 31 December our requirements have been met ~f_th§ indi-
cated resquirement is slightly over 5 million barrels. |

On our Diesel fuel, the indlicated requirement is about
four million aix, vwhich 1= s reduction, & very subatant;al
radﬁction ovar-ﬁhat we had previously used, to_ﬁhe extent of
iomp 3 million'barrals; “ ”

Our ﬁavy uﬁeeial, our fuel oll requirement 1£fnow darn
to about 15 millioﬁ barfols, some 3 million barreid less than
vhat it vas three months ago.- |

This, in & measure, reflects the completion of a £111-
up program on the part of the militéry services, ﬁﬁerg théy
had some storage which was in use, and_some.apace to be
filled up. To a large dograe, this reduction reflects the
decreased requirements incldent to the discontinuation of
the Berlin Airlift which, after all, did consume on the order
of a quarter of a million barreis on 100 octane a month; and
also bec&ﬁo wé anticlate getting out of the military supply-
ing the Japanese economy, to & large extent, and to a cortaih
_extent the Germen §et—up.

We have anticipated this for & long time, It hasn't
sctually come about as yet; but probably will somotim; in
the rfiret six months of next year,

So, theae requirsments which I think, for the most part,

are nov in your hands, reflect those changes which have come

sbout during the past three or four months. Our total
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requirsment for the six months period is approximately half

of this total of 87 million barrels, the full year's require-

-ment that I indicated; and, as we see it at thepressnt time,

the bulk requiremsnts are about 36 million barrels. That,
again, I would like to emphasize, 1s exclusive of the regional
raquiremontn, wvhere we go out in stéggprad pericds,. We have
one invitatlion, one 1ettiﬁé'each‘month for theses six regions
into which the Continental ﬁnitod Statei is divided. éhoso
requirements are essentlially the same throughoﬁt the year;'anﬂ
are handled through small suppliers; some of the larger sup-
pliers are involved also. But these are thé bulks reguire-
ments that ve are novaaking for blds to be cpened for the
most part in the first part oleovqmber, between the rirst
and the 15th of Kovember,

Mr. Chalrmen, I am very happy to state that I have no
particular problems at the moment. I would be very happy, also,
to anaver, or attempt to gnawér any questions anyone ﬁight
have,

CHAIRMAN‘HALLANAN: A year ago, you hal quite a few pro-
blems. |

COLONEL COTULLA: I couldn't help but thiik a while ago
vhat a heck of a lot of difference it is between this October

and last Qctober,

MR. WILSON: How are the German and Japanese r#quirements

being taken care of?
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COLONEL COTULLA: The Germen requirements are very small,
apd consist lergely of fuei oll, that 18, a5 far asthe military
is concorned; Ve have been buying a certain amount of fuel
01l; and those requirements will pess over to some govern-
mental agenoy, yet to be determined. I don't know whether it
is ECA or 3tate Department. I don't know how that is to_be |

~ handled.

MR, WILSON: Japanese the same?

\.GOLOHEL COTULLA: The Jepanese oesentlally the seame way.
They have had in mind ipe-establlshing a modest refinery pro-
gram in Japan for a gaod long time. They are novw out in an

effort to secure crude oil. In fact, they opened bids last
week, I understand. They are looking for some four million
barrels of crude oll, They are going to reconstitute thelr
refinery program ultimately, I belleve, to some 7500‘barrols
a day, or thereabouts, and that will serve to repiaco the
quantities of refined products, or a substantial part of the
refined products which the Military have been buying £ud aend-
ing into Japan. o '

MR, WILSON: Where will the crude oil come from, Colonel?

COLONEL COTULLA: That depends on who 1s the successful
bidder. |

MR, W.A, JONES: Not from America?

COLONEL COTULLA: What they are shooting for, I think -«

and 1t is all being handled out of Tokyo; and I don't know
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for sure, but I feel quito'cortain they are planning on secur-
ing crude oll f om the Middle East.

MR. MAJEWSK1: Where are the present products coming
from for Germany and Japan?

COLONEL COTULLA: About the only thing involved in this
program is the heavy fuel oil; apd a certain amounti.of Diesel
fuel. The heavy fuel oill for the Japsnese fishing {leet.
Those products, for the most part, are coming from the Mid-
Eest. For Germany, we have been sending some fuel oil from
the Mid-Eest; some off theUnited States Guilf.

CHAIRMAN HALLANAKN: Any other questions, gentlemen?

MR. GRAVES:‘ Will the purchases for Japsn be paid for by
the Government in dollars, or in sterling? |

COLONEL COTULLA: These present purchases that we are
just about to undertake will be paid for in eterling.

-Noé, I sent to mo:tAﬁﬁﬁiinies, most of thore that ve
thought were in a positipn to supﬁly crude 0il, a copy of
tha‘diapatch ve received from the Far Eust, outlining what
they wanéad, vhap‘thay would open bids, s#nd the conmditions,
among which was this 1it{le phrase, "Pajment wlll be made in
sterling.” We relayed that to everyone we thought would be
in a position or interested in suﬁplying crude oll.

MR, MAJEWSKI: That reallj limits 1t to roreign,doeinlt
1t; forelgn crude?

MR, WIL30ON: If you are willing to sell American crude




4y

for sterling, you can.

MR. MAJEWSKI: I mean, it really limits 1t%t; no onelisr
willing to do that.

COLONEL COTULLA: I would say 1t acts as a pretty strong
deterrent, but you are not barred, if you want to take sterling.

MR, HOLMAN: I think the basic thing on & thing like
that is, even if you take sterling, what arrangement. s can you
make to convert it anything thet you want to convert it into?

MR, MAJEWSKI: I wondered 1f the tsxpayer was giving
dollars to purchase sterling to pay for the foreign oll. That
1s what vas bothering the heli out of me,

MR, JONES: You weren't really wondering?

MR. MAJEWSKI: I am a 1ittle puzzled.

ADMIRAL BIGGS: I might as well rush in Where angels fear
to tread. | |

MR, MAJEWSKI: I am very ssintly these days, Admiral.

ADMIRAL BIGGS: The sterling balances that have been ac-
cumulated by the Japanese Government are avaiiable to pay for
this oi1l, 1f they buy it by that method. Now, those sterling
‘balances arise from the fact that Japan does market 1n-tho_
various places in the Middla Eagst, and other placea; ceramics,
textiles, and so on, with which they did acoumulate sterling
balances.

Novw, I am not an international banker. I am liable to

get into & very difficult position; but that is what they
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tell the country boy here; that 1s what is'going on.
CHAIRMAN HALLANAN: Thank you very much, Colonel
Cotulla,

" (At this point, Secretary of the Interior Krug.

-

vy

’
‘7,,\/,

GHAIRMAN HALLANAN- Admirsl Biggs, do you have anything

entered the room,)

further to add to the military requirements aituationﬂ//=h;‘

ADMIRAL BIGGS: Thank you, Mr. Chairymen.
s0. We have been very happy about the whole deal: -I ﬁiéﬁf

remark, and add to Colonel Cotulla's remarks aboutrthe

general unification of the oll buaineaa. ¢ :

£
We haven't had any difficulty in my shop elther. lémight

' : ' A .
also add one of the principal reasons that the unffioatiqn of
} \
the oll business was the result of an absolute necesaity/;n

the case of war, and at&rtod in 1941 and '42; and, as you
gentlemen are extremely cognizant, you went through the grow—

ing pains from 1941 until '43; and dy 1944 you had & preéﬁy

good going combination. f%

We have been in bueinese for spproximately seven years-
and, a8 & result, we have learnsd aeveral things the hard vay,
for which the oil industry should be congratulated.

CHAIRMAN HALLANAN: Thank you very much.

Gentleman, aince ve last met here 1in July, a good many
significant things have happened 1in the world situation that

have a bearing on our own dooratéps here in Amerita, 1in
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conneotion.with the o1l industry.

I know that we are all thinking as to what in.to be the
effect of the devaluation of the pound, vhat reverberaticns
that will create here; and there are not meny that seem to
have the ansver,

In view, however, of the very wide-spread interest in the
‘effects of thia further dislocation in our world ecomnomy,

I decided to ilnvite Hr. Walter Lovj to come to this meeting
agein; and to.talk with us abdut this world oil aituatioﬁ in
its present day status.

We knﬁw that he has givdn us a great deal of very valﬁ- |
able information herotoféra; and his discussions have beenr
most interesting and revealing.

While he is no longer directly connected with the ECA,
we know that he has a background of experience that perhsps
is unapprosached by any other man who has been befoﬁe this
Counecll, |

I nov desire to present to you Mr, Walter Levy.

(Applause)

MR. DUKE: Mr. Chairman, I only vanted, in passing, if it
1s in order, to pay tribute to this Navy and Army getting
together, Colonel Cotulla and Admiral Biggs, at least in the
011 Division. |

(Applause)

MR. 1LEVY: I cannot deny that I vas very happy vhen
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your chalrmsn asked me acfew veoks ago whether I would be
willing to address the Council at today's meeting on ome of
'the current problems that are facing the lndustry. wﬁen‘I
ajo*e to yow previously I did it as s Qovernment official,:
aﬁd everything haed, of course, besen cleered by ECA. Those
statements represented the offlcial position of ECA, the |
agency wlith which I was connectsd as & full-time employee, and
& statement by ECA was naturally of interest to ybu; I neéd
not tell you how pleesed I am that I have now the honor of?
addressing you a8 a private individual rather than as an
offici&l.

American 011 - The Leader of thé World'e dil Industry:

I believe that our industry is golng through a very inter-
esting and difficult perioa{. T alsc know that many 1n the
Industry wish 1t were less interosting.and less Alfficult.

As an economic conaﬁltant, I, of course, do not quite share
their wish., I feel, however, that it is useful to go back to
the fundementals of the probleme we are confronted with, in |
order to understand and evaluate them better.

| The American oil industry 15 at present uncortain'about
its role in the world's oill industry, and somewhat fearful of
thelimpact vhich forelgn production, merketing, and general
economlc developments may have on its future, Let me nay‘
first, that the Amerlcan oll industry has been and still 1s the

leader of the world oil industry -~ the leader in more than
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& normal or limited.sensze. The Uit 'd States 1s still the
largest producer of oil, accﬁunt rar about 60 percent.or total
world production. The United States is still the largest
consun.e:r of oil in the world, account for about the same per-
centage of the vorld's oil consumption. And finally, the |
United States 2till 1s, but not in the same manner aa.btfore,
~ the determining factor for the oil prices in every market
of the vorld.
Hovever, some of éhe unﬁériying vondiga\one have changed.
The Uﬁited States 1s no longer the leading export.,*T ©f oll. -
The United States no longer includes within its buundariei
the world's largest concentration of proven reserves.
| I probably shouldn't eay it; but we are at the moment
probably the largest importer in the world i
What has happened 1is mat outnide . maunnd States vary
large ell resources have boon dilcovsroé e A@nting nov for
70 parcont of the world'l proven reserves. Since the actual
rate of production in those foreign areas amounts only to
about 40 percent of the world's total, there exists an appar-
ent and obvious trend to incroaﬁc the rate of production in
foreign producing areas, 7
There are added political and economi pinessures which
tend to push the rate of productﬁz; of féroign countries up-
wards, such as the te¢rms of foreign concession, the desire

of forelgn coufirigs to develop their rescurces, and of
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course the necessity for foreign oll compaunies to provide an
1ncrdaaing'production in order to obtain a highorrroreign
exchange income for the foreign exchange hungry treasuries
of thelr countries.

Whet does all this mean to American oil? It seems to
imply that in one field of leadership the role of the United
States is coming to an end, 0il from the United States 1is |
no longer the ma jor -ouréi of auppiy for the rest of the world,
Howvever, the American oll lndustry has not been 1dly watching
thia dové1opmnnt. It has developed and chuired interents.
inmny forelgn cbhcolsions, and plays in fact a most ilmportant
role in foreign developments, MNoreover, the leadership of
the United States oll industry, as representing by far the
largest single vworld market, ls onp.that has been m&intﬁin&d
and UiII“bo’maintainnd{ I belleve, for many years to come or
even for as long as oil remaina an eepsential commodity. The
role of the United States as the largest ain@le consumsr re-
sults from our predaminanco ag the world's largest manufactur-
ing center and as the country with the highest national 1qcome
anﬂ the highost atandard of living, This role has, I belleve,
- been established firmly and securely.

The World 01l Frice Sfructuré:
Further, the leadership of the United Stﬁtca in determin-
ing world market prices :or 0il, vhich wa-.basad'rormorly on

the export capacity of this country; will be mgintainod, I
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believe, in a somewhat changed form because this country still
does and wili continue te represent the world's largest
market for oll.

As long as the United States was a major supplier to all
the other countries of the world, the delivered price from the
United States and from most foreign sources of supply was
calculated-as the U. 3. Gulf price plus transportation from
the U. 3. Gulk to the destination. Now that the United
States 1s no longer the world's most important supplier,
economic laws and forces will, I believe, determine the world
01l price structure in the following manner.

In the case of niddle East crude cil, as Middle East pro-
duction is in fact nov sufficlent to cover Eastern Hemiaphere
crude oll reguiremsnts, pricea will normally fluctuate betwa?n
a high and & low -~ a high that will be & price which will just
pormit Western Hemisphere crude oll to be shipped to Weatern
Europe, and a lov¥ vhich will just permit Middle East crude oil
to move into the Western Hemisphere, As a matter of fact, on
the basls of present tanker rates the current Middie ﬁast
crude oll price 1s near the lovw of this range, In the case of
refined products, ai Western Eurcpe still needs large supplies
from the Caribbean area, Middle Esst refined products wiil
‘usually be priced in such a manner that the delivered price
in Western Europe equalizes with that of Caribbesn oll. Crude

o1l from the Caribbean vhich moves 1n sizeable quentities




to the East Coast of the United States will be priced in the
caribbean in such & manner that it will be able to compete
‘with United States 011 et the Bast Coast, and this will also
in general be the Caribbean price which will be charged for
shipﬁenti to the Eastern Hdmiaphere. This is the price struc-
ture 23 it has ovolvpd_alre;dy or as 1t will, I bellievs,
avolve 1n:the near fugure.

Devaluation:ami 011 Prices:

T do not believe that devaluations or currency manipula-
tions or any arbiﬁrary gavérnment rules and regulations could
substantially and for any length of time interfere with the

' sensitive mechenism of world oil pricing. Any such attempts
would run counter to normal economic forces and would soon
prove futlile.

Moreover, British oil 1ncludea a very aizeable dollar
cost element not only for production in the Western Hemlsphere
vhere both royalties and operating expenaers sre peild in dollars,
but also in the Middle Euat where royalties, whih are s fixed
sum ﬁor ton of oil prbducod, are calculated on the basis of
the gold standard. Further, as Iran did not-devalue its cur-
rency, British operating expenses there have gone up by the
full anount‘of the British devalustion. Finally, the British
0il induatry purchases a largg emount of equipment from
American manufacturers, As a result of the devaluation ite

costs have therefore gone up very considerably.
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But, even more lmportant, the iﬁporting.countrinl of the
varid need oil from British as well as from dollar sources in
order to satisfy their raquif.mantn. If the British were
to off'er o0ll at & sterling price lower than the corresponding
dollar price on the basia of the new sterling rete of ex-
change , they would lose dollar and other fereign'exchangg'
1ncomo} and would establish an untenablé tvd-price system
for o1l. It would not and could not last long. To try to
kesp oll prices aftor.devaluation down to thelr former level
would be, ay fhé'London ECONOMIST put 1t so aptly, "nonsen-
sical in the circumstances."

-The Development of Foreign 01l Production and Refining:

Az I mentioned before, on§ of the great changes that 1is
confronting the American oil industry is the discovery of
large cil reaerves 1in forelgn countries, particularly in the
Middle Fast, and the resulting inecrease in foreign produc-
tion, A rqcent report published by ECA on the companies'
programs for the development of forelgn production apd refin-
ing 18 most informative, Aceording to thia report, foreign
crude oil production would increase from 3 million barreis
dally in 1948 to 4,6 million barrels dally in 1952, and -
foreign refining throughput from 2.4 million barrels daily to
. 3.8 million barrelg dally. I want to stress as strongly as

I know hov that this report does not represent an ECA program,
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or the proggam of the Europsan countries ag such, but 1s the
total of all the programs of the various oil compenies --
Aieriean, Eritish, Dutch, French, and so on. 'The report -
hdi been complled and published to permit sveryone concerned
to evaluate tha.combined company programs and to reach con-
clusions on the desirabllity of thelr scope end size, On the
basis of these rigurea-ECA, the European c:ox:nm-,r:l.eals‘J and the
interested companies mﬁ:t obviously make their final inveat-
ment decisions, and in particular they must decide vhether
adjustméntgmara called for.,

I mey perhapes be permitted as a private 1ndiyidual‘to
make a fev comments on the figures presented in this report.

The Threat of Overexpansion: |

It is interesting to note thet while the total figures
in the ECA summary for foreign orude oil production in 1952
are only 4 to 5 percent higher than the so-called McCollum
figures in the "Report on the Long-Term Availability of
Petroleum" of November, 1948; the figures for the Eastern
Hemisphere, outside Eastern Europe are nesarly 29 percent
higher than the corresponding McCollum figures, and those for
the Western Hemlsphere, outside North American nearly 20 per-
cent lower, |

It 18 elso interesting to note that if the working assump-
tions are made that the world'm oil requirements cutaide the

United States would increase by sbout 6 or 7 percent annually




during the next 3 or 4 yéars, and U. 8. consumption by'about
4 to 5 percent, while U, S. domestic production would expand
in accordance with the average of the McCollum figures and
U. 8, exports would decline by about 40 percent, there would
be & surplus of forelign crude cll preduction of about 150,000
to 340,000 barrels dally and a surplus of forelgn refined

products of about 350,000 to 500,000 barrels dally, Decause

“of the great dollar shortege in nearly every ons of the consum-

ing countries of the world, it is likely that the totsl surplus
that wvould exist would have to bq absorbed by American oil;

or to.ﬁut it dirferently, foreign companies could sell all

that the plan to produce for soft currencies at the expense

of outlets for Amerlcan-owned oll. If that nituation should
arlse, American owned fbreign production would have to remain
at or even fall belov the 1948 level, vhile foreign oll com-
panies would supply not only their own market share but also
the total 1hcreaaa in all foreign reyuirements.

This would be the conclusion on the basis of the assump-
tions atated here. Thess assumptions appear to me to bol
reasonable, and probably err on the side of overestimating
the rate of Ilncrease of dcmand. In particular, dgvaluation
has mado.oil more expensive in all countries that have de-
valued, this probably exerclsing a rotarding ;nfluoncoron the
oxpanéion ar.con:umptiona On the other hand, devaluation has

elso made dollar equipment more expensive to those countriea,
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and that will probebly affect adversely the expansion pro-
gram. |

If, hovever, the genersl economic recovery in Europ®.
and developments in the rest of the world should suppert a
higher rate of incresse in consumption, the conclusions on
the required rate of production and refining expansion in the
Eaatern Hemiﬁphore must, of course, be adjusted accordingly.
It is therefore necessary to review the whole situation con-
-tinuouuly in order to be able to meke any éalled~ror ad just-
‘ments in the capital expansion program timely enough to cover
adequately the needs of the Eastern Hemisphere. |

U. 8. National Interest in American-Owned Foreign 01l:

The figures just cited indicate a potentially very
serious situation, not only for the American oil industry as
such, but ﬁlao in terms of our political and strateglc posi-
tion. The stability of our concessions and the economic and
ﬁolitical wellbeing of those countries where our compania-
operate would obviously be put in jeopardy if Aneric#n oll
developments are stymied at a time when British projects in the
same or neighboring countries proceed at an unprecedented rate.

The foreign operations of our 1ndu;try ars an integral
part of our defense system. For our defense ve must be ablé
to count not only on a sound and healthy domestic oil industry
but also on U.S.-owa§¢ foreign oil resources. This is obvioue

in terms of Western Hemisphere oll. It is no less correct
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in terms of Middle East oil. Imagine for a moment wvhat it
would mean to the eéconomic and political position of the
United 3tates 1f the ol1l rescurces of the Middle East were
controlled by & hoatile power on Whose good will all the East-
érn Hemisgphere countries would then depend for thoir aasen-
tial o1l suppliaéruxh

I need not elaborate on how this would affect our
nécurity; nor need I dvell on the positive contribution which
Middle East oil in fact msde to the Allied cause during the |
last war and is likely to make agﬁin in any futurb emergency.
/ Moreover, in terms of U, 3. foreign economic polloy,

.Uniteﬁ‘stateu priv#te fbreign investments are the keystone in
the roint IV program. The U. 5. oll induntfy represents in
fact by far the largeat source for forelgn dgﬁital investments.
It provided, as Mr. Eugene Holman has recently pointed out,
four~fifthes of the private lnvestments made by American
interests abrosd last year -~ totaling one and one—half.
billion dollars.

The President of the National Pank told me the other aéy
that o1l capitai ls the only risk capital that 1s still moving
outaide of the United States. He asked me how much longer;
and I told him he shoﬁmdn't count too much on it.

If this source of lnvestment is cut off or the producti-

.vity of past lnvestments éﬁrtailed, the wﬁola Point IV private

investment program will be put 1n jeopardy.
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ECA's Pollcy:

Right 1ﬁ the middle of all thess problems and conflict-
ing Interests i» the ECA, which is aﬁdtavoring under a Con-
 §raua1ona1 mandate resulting fyom our bipartisan foraign-
policy to re-establish the dollar solvency of the European
-countriaa during the next three years without seriously im-
pairing the economlc stabllity of the Uﬁitod States., As &
former ECA official who carriéd some responaibility for the
first year's petroleum opsrations of this agency, I may per-
haps be pprnittsd to statc.that'EcA has been very much aware
. _of the whole situation and of all its pousiblé 1mp&icatiohs.
You will recell the muny public atatements of ECA on this
issue before this very Couhcil. Let me Jﬁat repsat the state-
ment on the ECA position made to the Council in April of
this year: | ‘

ﬁwevarﬁhelonu, while we must help Europe improve
ite dollar balance tc enable it to achleve recovery
vithin tho-nnxf three years, vitel United States
intoroitn.aro at-ituko ihd the mere dollar-saving
approach il‘too narfaw in the case of oll. Some
sascrifices may be required in the proocess of mnking

Europe self-sustaining but I belleve it is impera-

tive that no vital interests of the United States

be jeopardized and that no legltimate business in-

torests be hurt unnocolacrily."

Accordingly, as I erortod to the Council in July,
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"ECA has teken the position that an expansion of

European oll facilities is justified only to the

extent thaet the output from such facilities can

be aolﬁ without the use of dlsceriminatory trade or

gurrency practices and without the utilization of

other reatrictive trade devices.”

For a varlety of reasons it may be very difficult to
carry out this policy effectively. Certsin factors and
d?velopments are as A practlical metter cutside the control of
f ECA. In particular you must be avare that if ECA refuses to
rinanoce certain projects, the country conocerned may fibd non-
ECA dollars to carfy out those projects or may even be able
to procure all the necesssry equipment for soft currencies.
What can or should the XCA do under such circumstances? This
question 1a dirficﬁlt tc ansver; and a very drastic reply to
1t may not lead to the best or wisest course from an over-all
point of view. Moreover, should all ECA assistance cease,
mieh less dollar oll would find o market abroad and the pres-
dure for expansion for non-dollar oll facilities would be
even greater.

Conclusion:

In conclusion, the vworld's oll economy is undergoing far-
‘réaching structural chenges as a result of the development of |
Middle East o1l and the refinery construction in the Eastern

Hemisphere. Such chenges obviously will affect our U, 8.
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01l economy sz well ae that of foreign countries. It 1s also
true that there will be an interplay of forces detween wezterﬁ
Hemlsphere and Mlddle East oil, with each acting as a some-
vhat controlling and balencing factor on the other. Such an
interplay of economic forces 1s the dirsct result of the

free enterprise iysteﬁ which has succeeded without feil in
assuring supplies :of the ever-increasing oil reqﬁireﬁentn

of the world.

Thanks to thé free initiative of all segments of our
industry, the leading role ol the American oil industry in
satisfying such world demend from their domeatio anmd foreign
sources is still maintained. There 1z no doubt in my mind that

vhen the stori has blown over and when things have settled
| down again, the American oil industry will still be the lead-
ing oii industry of the world.
(Applause)

CHAIRMAN HALLANAN: Mr. Levy, it is & very interesting
Qnd consgtructive address, as you always present., I would |
11ke,.1r you would indulge us, to get any questions that the
mezbers may desire tc present on this phase of the subject.

Are there any questions, gentlemen, that you desire to
preseat to Mr. Levy?

MR, JONES: Kr. Levy, on page five of your statement,
tovard the bottom of the page, you refer to the foreign

operatione of our 1nduntry;&ghqn,intngral part of our defense
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system. As & vary_well.informpd and brililiant observer, do
you fesl that particularly in the Eastern Hemisphere, we

could, in the event of A hot war, very long hold those reserves
available to our defense? |

MR, LEVY: I hate to say something where angels fear to
tread; but -- |

MR, JONES: The Military are all friendly here today,
nobody 1s éoing to attack you. They danft seem tc be in an
attacking mood.

MR, LﬁVY: I would say this: You could nbt make out ' 1
convinoing case that we will lose 1t fight avay. We may not
lose 1t at all.

MR, JONE3: Let's oxahine thet & minute. Assuming that
Russia has the stomic bomb, don't you think tho& night rirst
strike at those reserves am a 1lifeline of & war?

MR, LEVY: I would be inclined to doubt it, because, you
see, wo are less dependent for our wﬁr,supplies,on Middle East
o1l then they are -- -

MR. JONES;: ’I think T am thinking to what extent they are
of great value in an aétive hot war.

MR, LEVYy To us?

MR. JONES: Yes,

MR. 1EVY: If the var should move near the Russien
border, I think,for technical reaaonﬁ, to have & local source

of supply somewvhere available thero vould be lmmense,
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MR, JONES: If we could protect them, I quits agree with
you. Thgt is my point, |

‘MR, LEVY: T am not that much of an éxpert on these pﬁnsoa.‘
What I am pretty convinced about, and I talked to the Kational
Wer College about 1t, iam the fact thaet we do control these
resources, Ybu see, the vworld now 1s divided into two pleces,
the cold var, and the hot war,

MR, JONES: I was thinking sbout & hot war now. I realize
i1n a cold war they are tremendously valusble, |

MR. LEVY:; Our friendly control over these resources in
a cold var is of some importance, because the economic well
belng of prﬁctiaally every Eastern Hemiaphere country depends
on belng able to drav supplies from this source, that I am
satiefied in my mind, wvhether we lose it or keep it during the
hot war, would not diminish the tremendous 1mpbrtanoe of
these resources from s defense interest,

MR. JONES: I wouldn't debate that. I think you are
quite right, I do quéstion.whether they would be of great
" 'potential benefit to this country in a hot war.

| MR, 1LEVY: Let me say this: One should.nevér go back to

past experiences. However, for instence, during the last
war, with Italy in the Mediterranesn vho was a hostile pover,
wo wers sble, and the British wers sble, when they vers fight-
ing alons, to draw oil supplies from Iran,

MR, JONES: Well, that vas sans the atomic bomb.
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MR, LEVY: Well, I don't know whnﬁ cholce they would
make. The oll targets in the Middle East, in case or :-war,
may not be the most attractive targets to Rusaia, if they
have & limited amount of atom bombs; because we are able to
take care of our coll needs from elsevhere. |

MR. WILSON: It might be worth Xeeping to make them the
prinary terget instead of New York City,

MR, JONES: I am not questioning the value; and, of
course, I realize this, too: The very fect that we do control
them nov would enable us to probably destroy them first and
make them not available to &n aggressor nation. My ohly ques~-
tlon 1s &8 question of degree, to hat extent iu would say -~-
concede everything you say with reapect to é cold war, snd
vith respect to normal peacetime world economy; but I do
question, vhether, in A hot war, we could put a great deal
of value on those damn things over therse, so far avay, and so
near to the fellow we know is going to blow the bejeezus out
of us 1f we get into a war.

MR, LEVY: Uhqthor we keaep 1t 6r not, I would consider 1t
a8 a bonus. I vould not plan on having 1t; but 1f we do have
1%, T would may, so much the bettex.

MR, WILSON: It seems to me we should distinguish between
the refineries and refined products vhich could be put out of
action by & fev stom bombs, and the pipe lines am production

would bes very difficult to put out of action by atomic bombs.
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‘MR, LEVY: You cen make areas uninhabltable.

MR, WIL3ON: You oan slways build & pipe line around
them; élvayu load ships at sea in omu:gonoid-. There are a
lot of things you can do.

MR. BLAUSTEIN: It seems to me Russis ocould move in there
vithout the atomic bomb, the closensss and allltho other
factors would make that resdily accessible. I think the con-
eclusion of Mr, Levy is certainly a right one, It might be
a cushion in case of hot war, and certainly essential in case
of cold war, and peace economy. 7

MR. JACOBSEN: I would like to mpesk to Mr. Levy about
page € of the report, vhere, Mr, Levy, you quote fhat you
saﬁ in .fulyn

"EGA has taken the poaition that an expansion of

European oil facilities 1s justified only to the extent

that the output from such facilities can be sold with-

out the use of dincriminntory_trade or currency prac-
tices, anduzgjpput the utilization of other restrictive
trade dnviconjff

Would you say that the European countries have lived up
to that sssumption on the part of ECA? | ‘

MR. LEVY: I cen oﬁly telk as & privut; individual now;
and I weuld say that there have been viclations.

MR, JACOBSEN: It seems to me they have ﬁaod overy dis-

eriminstory trade practice they could find in thebook, amd
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they have invented a few nev ones; and they have utilizld &ll
other rostricti?o trade davices against the United States;
and ECA has put up the money for the refineries, or is doing
it nov. ‘

MR, LEVY: I would like to say this: You can't get away
-=- Lot me put 1t this way; It is very hard to chearge a bank-.
rupt customeéers of yours that‘ho discriminetes againlt_you,
vhen he refuses to buy from you, because he can't pay. You'
see, you have this problem.

MR. JACOBSEN: No, that is not vhat I am thinking of. I
am thinking of what they have done in the way of preventing’
American éqmpnniel from selling in all the markets.

MR, LEVYt Yes, but why did they do it? 'They did do it
to some extent, at least, because they were bankrupt ;n far
as dollars vere ooncornéd.

MR, JONE3: I think he is restating the proposition he
made when you vere before us last apring, and saying ve built
a 30-room mansion instead of a 5-roomrcottage, and now ve are
wgking up to the fagt it is going to hurt us a little.

MR. JAGOBSEN: We have not re-established what tﬁey had ,
but have given them something new, |

MR, JONES: A 30-yoom mansion,

MR. LEVY: The way I interpret the ﬁcA policy, &8 an
outsider, is this: Vhen and if they develop all rosoﬁécoi, the;

should be developed in such & manner that they just satiefy
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the needs thaet have usually been supplied by the companies
that filled these resources. They should not be uqed to set
up resources to ship oil to markets that have traditionally
bean iuppliad by American oll companlies,

MR, JAGOBSEN} Haven't they done that?

MR, 1EVY: I would may there have been some cases vhere
it has happened, It hamn't happened on a global baeis, yet.

MR, JACOBSEN: It hasn't happened everywhere 1t could
happen, but that is about all you can say. |

MR. BLAUSTEIN: What cen be done to mtem that? The
soundness of what ought to be done is definlte. That there
have been soms violations ;a cla@r, not in a world gonnral
way. But vhat can ECA do, or our country do, that would
prevent the spending of American money for thelr over-bulld-
ing of capacity over there to the detriment of our 1ndqstrj
and ultimately, perhaps to the detriment of our position in a
national emergency?

MR, LEVY; Let me say again: At the momﬁht, Burope 1-.
 short of dollars; énd we pump four billion dollars into the
European sconomy to make up the deficlt. It is very clear,

I think; thaf the oil industry should not‘be the one on vhose
' back the total European deficit shall be solved, so to_lpoak;
but thet the Amedcan exporter, who will lose scme export, or

the American menufacturer who will meet Ilncreased oonpétition,

has to make some adjustments, and costly adjustments, I think,.
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is obvious.
We can't have our dollars and eat them. We can't have
our oake and eat it, Because, obviously, we supply more, We

produce more for the European ocountries than ve are at pre-

‘sent shipping into our country. How to solve this problem 1is

difficult.

The way we felt, when I was in the Petroleum Branch,

. was that itshould not be solved 100 percent on the back of

the oll industry. To some extent, the o1l industiy will
lufrdrj that can't be helped, I don't know the way out; aﬁd
nona of the menthat I have talked, -~ and I have talked to

a great number of men -- could advise me vhat to do.

There are various vays and means, of course. You know
sbout the attempt vhich I mentioned last time, to heve our
oll industry inorease its expenditure in soft currency, which,
in fact, means that cur oll industry helps those countries to
import to the United States and acquire additional dollgrn _‘
vhich they then éﬁuld use to pay for the oil, But I like to
point out, ifthat is done, another United States oll irdustry
is suffering; that is, the equipment lndustry,

Another United States lndustry, agriculture, may suffer,

because, instead of Saudi Arsbia drawing meat and agrfouitural

produfts from the United States, they—nay_gpt'it'from'

x

Australis,

If ve want Europe to balanse its dollar sccount, some-

‘.\.
A
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thing has to be done whish cannot be done without burting
somebody. What happens at the moment? At the monment, it is
the United States taxpayer who gets the liocking, bec;hlg_we
'give avay part of the taxes we pay.

MR, WILSON: Your general outloock for the next several
years 1s gloomy. You have one ray of hope in that last sen-
tence, "When things havé settled down agein, the American oil
) finﬂustfy will satil) bé'the[léading'oil industry of the world."

Would you care to ha.za.rt.‘_l any guess as to when the thwn
may come? |

MR, LEVY: I would say, Dr, Wilson, that I knov that ECA,
Df. Bransky tries his viry best now to get an agreement on a
reasonable program. That means one cannot impose upon them
easily. The weaker a country is, to some extent, sometimes
the more lenient it seems to be we are with them., If a
country 1s very weak, on the point of collapseing, they can
more or less get avay with.murder. The only wayrto abhiave it
is b& agraement on some reﬁtonable pfogram,lanﬂ an agroumunt.
which would have the support of the industries.

_ EOA is engaged in a very difficult and very tickllish
operation. I am glad I am out of it. Bnt.thqre are men vho
are in it now, and they are trying their damnﬂeiﬁ‘to keep.
the line; and they have to keep 1t againnﬁ opposition in'
Government agenciag, and in foreign governments; hnd they need

- and they have to ha.vb all the support t.hey- can possibly
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get in order to keep a 11n§.

I belleve very.aincirely that the British Government
will not value short-term commercial galns higher than the
long-term disadvantagop that would accrue from a ruthless
policy of exciuding American olil everyvhere where British oll
can be produced and sold. I simply don't beiieve it. They
aren't that foolish. If they were, we wouid face a more
dangerous situatlon.

MR, JACOBSEN: This has no perticular bearing on anything,
but I woudd llke to say that if we had today the Anglo-
American 011 Trﬁaty that sonme 6: us tried to get sdopted some-
time ago, we would be in a hell of a lot better pcsitlon to
cope with the present condition.

MR, BROWN: Reserving the right to object, I disagree

with thsat.

CHATRMAN HALLANAN: Are there any further guestlons,
gentlemen? |

Thank you very mﬁeh, Mr. Levy.

(Applause) ﬂﬁ"ﬂ#\ |
CHAIRMAN HALLANAN: Gentlemen of the Counclil, I have said |
rrécuntly in several public addreases, that I felt that the |
01l industry vas facing more critical problems today thanrin
ite entire history.
Liatening to the statement of Mr, Levy glves a realistic

plcture of just one of those critical problems, and I do
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think ve can escape a realization thatthere are many serious
problems aonrronﬁing the American oil industry today that
affects one phase or another of our vhole domestic economy,

This is a very serlous plcture which Mr. Levy gives us
vith r eapect to the foreign situation. There are other
dangers on other fronts.

We heard the discussion this morning; and I sm sorry
that 3eoretary Krug ta§3nop here to have the benefit of it,
of the presentaton of the report of Mr, Pdrtor'l commlttee
on tho-lﬁbject of oll importu;

Hovever, out of fhonO‘problaml, and there are many of
them, which we all recognize, it seems to me that there i;
one duty and §no responsiblility which we mult'ruce, and face
vith real ;orioulnoss? and that 1s; if there waa évor a
timé vhen the oll industry ihould'haﬁ; hhiﬁy; harmony, and
& 80l1d front, it is nov; because this 1s the one time of
all vhen thp’dil‘indultry cannot have & house aividea.

We munt pre;dnt a solid‘rront, a unitid'rront@‘s harmon-
ious front, because one phase of these sorioﬁa'probleml may
only arffect one part of our pdtroleum industry, while another
ph#se hﬁy affect smother; bhtrthey%rinslly come down to one
common stream; and we all have an interest in the presorva—.
tion and in the stabllity of our free American oil economy.

Fow, this matter of imports, of courss, has been a vory

serious problem., There have heen sherp differences of opinion
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| about 1it.

The Secretary gave us an opportunity, through the
fecilities of this Council to appoint a2 committee repfenonta-
tive of all segments of‘ﬁur industry, to investigate it, to
look into it, to get the facts, to reconclle the differences
that might exist; and I have beon‘immegaurably delighted to
know and to realize that these dlscussions that hav s taken
place around the Council teble on this subjeot, vherein there
have heen some differences of opinion, that those discussions
have been frees of rancor or of bitterness or susplicion; that

there has been & yielding to the other fellow's poilnt of

view; &and it seems to me that it 1s a very happy ocircumstance

to 1ﬁdicato.

I want.to say this in the presence of the Secret#ry, that
I believe this National Petroleum Council, which he has
oreated, has glven us a forum vhereby fho oll ipdustry csan
sustain ltself 23 a united, harmonious industry. We find a
demons tration of thet in the discussion of this eritical sub-
joctJOQ imports. And I hope thet thet may inspire us to carry
on in the realization thaf-while we do have many oritical
probibms on many fronts, by pulling together, by working
together, by working together harmoniously, end in a spirit
of indulgence, that we can do & better job, and that we can
have an sll-American team that will more quickly meet these

situations that confront us,




Interior with us today.

Tl

I am very delighted that we have Secretary of the
In the first place, I think perhaps

he may be pleased to come here and meet with a great funda-

| mental American industry that hasntt gone on.a'lhut-down.

The oil industry is still going. When I think of the disloca-

tlons that have ocourred, the shut-downe in coal and steel,
the country is still 11mping along; Mr. Socretary. We are
still moving, alﬁhough quite crippled' but whnt would have

: _happonnd to this ocountry 1f that same condition had taken

place in tha pﬁgroloUm-induatryﬁ: Where would our American

. economy or our American industry be today? We would have

been at a standstili.
That is &ll the more reasocn, I take 1%, that wve, as

-;;mberl of the Council should enjoy and appreciate the privi-
legé'and opportunityh that we have, through this Govgrnmont-
Indultryzcooporatipn, to mest and discuss in the atstesmen-
like and friendly way theme very serious situations.

Mr, Secrstary, this is a united industry, the oil indus-

try. 'Wb propose to continue to tackle these great problems

ap we have tackled them for the last 90 years, We appreciate
the opportinity that you have given us to work with -the
Government in these problems that affect our military, our
nationsl security, and our vhole domestic sconomy. I am
delighted to have you here,

Gentlemen, Seorstary Krug.




agelin,

of the last hour,

72

(Applause)
SECRETARY KRUG: Good mornins,_gnntlompn.
Tt makes me very happy to see so many of you back hers
I can't tell you mov much I enjoyed the discussion

I think it bears out what Walter Hallanan

just said, that this has become a really great forum, vhere
'you fellows really get dovn to some real thinking and not
‘Just thaet general cﬁruing thet so often typifies one indus-

' try vhen it looks out of its window on world problems.

) I un not sure, Walter, that I should thank you fellovs

4 _for the feot that the petroleum industry isn't shut down
| this morning, or I should thank the good Lord that we doat't

have two John L. Lewises in this country.

In any event, I em sure the entire country is thankful

that you gentlemen are on the job and keeping pe troleun

R\\rlowing. B

I really didn't have much to say when I .came down here
this morning, but I am a little enoouragod by the discussion
of the military strategy that wves engeged in by my friend
Walter Levy and by Mr; Jones; because, if ﬁhay can talk about
military strategy in those terms, it gives me & little
6ourage_to talk about general economics. -

(Laughter and applause)
I was just golng to iay,'the only thing the three of us

have really in common is that none of us 13 an angel.
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I am very much worried about the world plcture as it
affects our petroleum lndustiry snd our other industries,
Petroleum, of course, being a big one, is, I think, tremen-
dously sffected; and I don't think the problems are easy.

About the only competent conclusion I have is that
after a certain period -- and how long that vill be I will
leave to Mr. Levy -- vhen the fighting is over, your fellows
still willhave world leddership. But, you are not going to
do ¥t ﬁy 1solating your point of viev to the problems of
this industry alomnse.

Fbr'thaf reason, I am vory‘happy that you set up this
couutttbe; and I'undarstand they worked two solid days,
Bunday and yest erday, setting this report ready; and I think
vhen their final report 1is ih, it 18 goling to give us some
clues,

Franklj; I don't knéw wvhat the ansver is; but in my
humble economios, I think the world picture is iémothing
like this: that at least a half dozen if not more of our
good.rriondn in the company qr world nations are in one hell
of a vay, nnﬁ I think their old way of dbing business and
getting alqhg in the world is neve comlng beck,

| I refer, of course, to the basic polioy of bfinging in
rav materials, rabricating them, and lillihg them, so that
the total profit makes a livihg for the people who are doing

that job.
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We know that for many years befors the war, just take

one of them, Great Britaln was able to mske up the gap

- between income and outgo by things like shipping, 1nluran¢o,

and return on oapital. We know that ﬁhuy are no longer pre-
sent; and, frankly, I am afrald that it will teke consider-
able pump priming to put that back in balance.

In the meantime, we have and ve are going to have.

throughout this period the condition that I thought Walter

put very well: Some people that ve used to gell,gasoline and
il to no longer have the money to buy it. It isn!t going
to help us vexry muéh to complein about that factor, to resent;
vhatever they do to try to get thp.dqllaru to kgop their
hoaqa_abova water.

| I don't think the solution is to ruin the Amnrioah oll
industry. I think we cen find some other answer for it. But
it 1s not going %o be an easy one, and I hope that in the
discussions of your group, you will not simply survey tho im-
pact of exports and imports on the petroleum industry; but
also wlll relste them toltho-bnlic problem.

We are dedlcated -- and vhen I say "ve,” I mean this
entire country; not just the Democratic Administration, It
has been completely bipartisan -- to finding e way of keeping
those countries straightensd out-nnd'ltablo. The Congress
of the United States ha;_bognrunnnimousAén that point of

vievw,
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I think the oil industry, whether it believes that 1is
gound or not, must accept it as being a fact.

, Nov, hov do we do it? Taking Great Britain alone, I
understand the meetings a week or so ago, brought forth that
some TO0 million dollers & year sre necessary from the.
British dollar ti1l to keep them alive in petroleum. Where
are they going to get the 700 million Qollars?

It is no help to say what they are dcing is golng to
hurt our industry. VWe must find the solution from their
point of view that will have the minimum impact on this in-
dustry and our other industries that meke up the Ameriocsan
economy.

How, if there is any criticism of BCA, I think it lies
in the direction that perhaps 1t 1s going to take & longer
pull than vhat they are now set up to do. I, frankly, feel
that the solution will lie in developing the great sources
of things we need in this country, and which can be sufplied
from countries that are short of dollars.

~Just to name two of them that will be importent not .
only in our seocurity, but I think also in our peacetime
economy, manganese and uranium, There are tremendous guanti-
ties available in countries that need dollars; and I am sure
that long-term arrangsments would help greatly in adjusting
their dollar picture, Not omly in their economy et home,

but by opening up, in other geuntries an area of opportunity,
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8o those people elh get out of those gountries that are ’
starving to death econcmically, and socept nev opportunities
and find a nev vay of making & livelihood,

I hopo in the vork of this committee that you keep that
évbr-all problex baﬁitlntly in mind; that an answer for
ﬁQtrélﬂu@; regardless of how good 1t sounds, if 1% 1ln'£
- an ansver vhich fits in with the total ploture of icltbrution
of a stable econemy among the natlions in the world that ve
need on our team, isn't a very good ansver,

I was encouraged in the discussion here this morning in
that 1t seems evident to me you gentlemen sre thinking boyond
the scope of your own problems; and realize that if you are
gding to minimize the 1mpa§t-on petreleum, 1t must come
through some uonutructivo.ideal for meeting the basic problem,

I hope vhen that report is ready, we can devoke enough
time to 1t 80 thet a speoific series of suggestions will come
up that will be helpful to ECA and to the State Department in
ad Justing thelr programs in whatovcr'dirootioh ve think would
be more profitabls rbr our entire eoonomy.

Thaf_iu really the eeeoence of goetting the brain power of
this iﬁdu-try together, getting out nomauhing from it for
the common good.

I am afraid that any other position couldntt be ﬁnintninld;
von't do any good; and will end us up in & very gloomy future

for petroleum,
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- In ghort, I think there is an ansver other than cutting
down on our development heio, and abroad thet fits in with
" the best interest of:all-countriun that are involved in this
- picture, If you fellowa‘can't find it, I don't know where
ve wlll £ind s group of men who cen,

Welter Levy has mentioned the difficulties of ECA. He
was over there, and he lhouid knov., But they have never had
the brain power of this group to draw onrin this aresa in
this vay, end I think they would be delighted to have the
specific 1¢eal of you men who Xnow these problems, and who
will teke a point of view that 1s related not only to making
youé plcture as best you can make 1£ on your baianco sheet
and profit statement, but also an ansver that will fit in
with the over-all obJectiﬁol of our country during these
difficult times,

I assure you tpat ve waht to help 1n every vay; and I
look forvard to.thAt repdrt. I think_it vill be one of the
g#eat accomplishmenta of this Council, Walter.

Thank you voby much ,

(Applause)

MR, JONES: ﬁr. Chairman, I woudd like to oghserve, it
geemp to me that the Secretary did pretty well as an ammteur
economist; and I aﬁ giad to have offered him the excuse to
meke the talk,

CHAIRMAN HALLANAN; Mr. Fentress, do you have anything
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to say at this time?

MR. FENTRESS: I would like to make a fevw remarks, siy.

CHAIRMAN HALLANAN: Mr. Carroll Fentress, the Acting
Director of the 01l and Gas Division, |

MR, FENTRES3: At one of the meetings sometime ago, we
inbrmed you gentlemen of the Budget request of the 0il and
Gas Divimion.

T am happy to inform you now that the Congress has

passed and the President hes uisnod an Interlor appropria-

tion which results in $347,500 for the 01l and Gas Division,
Of that, $175,000 w111 bo for onrorcdmont of the Connally- .
Hunt Act, the same figure sas last year; $172,500 for Washing-
ton orficozactivitios, which is an inorease of $22,500 over
last year's eappropriation.

You géntlﬁmon have heard from ldvoral apeakers of the
many problems faclng Government in oil., With this increased
appropriation, we will be able to hire approximately three |
top-notch men, We are in the middle of & good many of
those problems, and we will need your help in securing the
right kind of man, who has & broad background not only in
oil, but in appreciation of other factors, for those jobs.

The Seérotary, I assure you has, vherever possible,
come befors the Cﬁuncil and presented problems and given you
the opportunity to study ami report on those problems. onée

ina vhii-, 8 probleﬁ comes up which ws cannot get before
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the Council becauso'or the time element involved. I can‘
also assure you that in Qach of those instances, I have
taken the obligation upon myself to consult with members or
the CGuneil, and anyone else within the industry who I think
can be of ssslstance to Governmoﬁt in those problems.

We 4o not conslder that we know all the answers, by
8Ny Mesns,

This foreign oil problem 1z an example, We realize.dnly
too vell we do not know all the answers; and I have talkeﬁ
with everyone I have had the opportunity to talk with, to
get the slant on the problam ag to whaﬁ ve can do, what the
linduatry can do, what the Government should do, We are
8t11l in the middle of that problem; snd I wouddl still wel-
come speeking with any one of you gentlemen at any time, and
vould certeinly welcome any suggestions towards rnllonnbie
sclution,

I went to thank you for your sxcellent attendance today,
and I want to mention to the Beoretary the extensive meetings
Sundgy end yesterday on the import question. I had the oppor-
tunity of attending those, and I sassure you, sir, they are
- going into & most thoreugh study; and the Council is to be
~ commended on their work on those problems.

Thank Youj gentlemen,

(Applause)

MR, BROWN: Mr, Chairman, I think in view of what you
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have said, and in view of vhat the Secretary has sald, I
should say -- perhaps heceuse I have been somevhat vocal

in some of the problems before the Council -= I am vory 
greatly encouraged by the attitude of the committee on the
import prﬁblam. It really is an‘dggraVating problem; and
1t 1isn't easy of solution.

| I remember now qults well the patience and foresight

that Mr. Jacobsen used in working out a national o;l policy,

bringing us all together. I think he set a pattern there that

ﬁfﬂitry might very well copsider in its future deliber-
ations,

For my part, and for those for vhom I spesk, I know of
no one that isn't dqnirouﬂ-or'aettling this problem r;ght-ﬂ
here vh@re it belongs. The only thing that I ask in our |
hroéodure, naturally, is, some of our folks kave felt tﬁat
the sconomic structure is such that some larger ones step
on them sometimes, and are not entirely consoious of vhen
they are st#nding on their feelings or feei, and the only
vay v heve of calling their attention to that 1s through
using that other element, the voilce,.

I knov no one expacts to reduce that volce as 1on§ as
the pressure 1s on his corn. At the same time, I know of no
one who isn't comoious of the seriocusness of this, and how |
important it is to arrive at the right answer. I think if ve

continue to follew the pattern the Council has already set
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for us, and the national oil polioy, we can expect no frouble.
I know it will be helpful to the industry as & whole, and I
knov 1t will be satisfactory to our people.

 CHAIRMAN HALLANAN: Are there any other remarks,
gentlemen?

MR. DUKE: Mr, Chairmen, it is in that same spirit of
friendliness that I say this, hecause the remarks are
'dirOGti# meinly to you.

I tave read of the speeches that you make at various
places, all very well thought out; and I aomotimai vonder
if 1t il made sufficiently clear that you are speaking not
for the Council, but for Walter Hallanan as an individual.

I say that only for cne reason, sir, I hsve some frienda

who are on, shall I say, the opposite side of the ronbe

from your personil views; end you are entitled tc them. They
confuse the fact that Walter Hallanan, the Chairman of the
Rations)l Petroleum Cecuncil,hes Baid sc and so as being the
Councilts viﬁﬁn. I take cere to tell them, in so far as I
know, that is Walter's view, It may or may not repressnt

the OCouncil's view. |

I had that troubio as chairman or.a Jobbers' group, of
meking it clear to the reporters that they not confuse ﬁhat
I vag saylng as my own thoughts as thome of the orgenizetion.

I would like to ask, and I lmow you will, in falrness,

make that very clear avery time you get a chance,
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CHAIRMAN HALLANAN: 'Thoso are alvays expressions of

my personal views, Mr. Duke,

MR, DﬁKE: Yes, sir,

CHAIRMAR HALLANAK: QGentlemen, as Chairman of the Com-
mittee on Personnel for Government sgenciea, I desire to
report to the Councll that we have .beosn making some progress
in some very difficult and trying situations. I hed hoped
‘todey that ve might be able to make a report that would
carry certain definite statements with it, with respect to
‘!‘positiongi vhich have been pponid, and vhere theye has been
a desire to have racomemht_iom from the Council for
specially-equipped persons familiar with the oilindustry to
£111 those positions.

The committees had & session yesterday afternoon, and we

~ had a number of names before us for recommendation. I may

say that it seemed to be the consensus of the Committee t:_ha.t:
the names suggested filled the bill.

We are hopeful, vithin the next few days, we can report
further progress; and ve are anxious that these positions,
¥here the industry has bec_n asked to make recommsndations,
be filled with men who have the capacity and the ability |
and the experience to perform a good job for the Gofermont
in theae positions related to problems of the petroleum
industry, petroleum problems. |

That finishes the agenda for this meeting.
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Mr. Majevski?

MR, MAJEWSBKI:; I am very poor at reading, but I have-
to do this because I am doing it on behalf of e small group
of braintrusters vho are vorn out this morning. |

"matur;l gas 1s obviously coming into mntﬁrity
in the post-vwar periocd, BEvidence of this can be seen
in tremendous planned and aﬁproved growﬁhiand pipo-
iino movement of gas from ﬁhe remote Bouthvest fields
to the centers of population and industry in the North
and Eest., Appralsal of the 1ntorerolat;onnhipsbotﬁ-oﬂ

. the oxpandiﬂg use of natural gas and the domestic
production, refining and mnfketing of crude o0il, and
ite produo;s, with particular refersnce to light and’
residual fuel oils 1s, therefore, desirable, and will
be of real value to th§ Secretary of the Intnrior; the

011 and Gas Division and the petroleum 1ndustry;

"In view of the many uncertainties surrounding
the future outlook for fuel oils exml the domestic oil
industry, the domestic economy, ;nﬁ'th. national -0- 
curlity, I recommend, through the propir procedure, , "

and I leave that_to.you - |

"+« , the appointment of & committee to atudy the

problem factually and to;roport.its-findinsl and con-

elusions to the Council,"

‘Now, briefly, the growth of natural ges has come up --
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it 1s that silent automatic fuel -- and 1t has come up °n=
this industry so silently and so quickly and I am afraid
that neither the Government, nor the industry appreciates ita
full effect on the domestic oll industry, the domestic economy
and the natlional security; and I think 1t is of the utmbst
importance, Walter, that you, through whatever is thorprOpor
procedure, see that a committee is appointed to study the
subjictg'and report the facts to thins counoil; 80 ¥o may
be fully informed as to its potency.
' CHAIRMAN MALLARAN: Mr. Mejevski, under our articles of
incorporation, if you will submit the suggestion in writing,
1t vill be passed along to the Becretary of the Interior for
" their recosmendation; and, in turn, submit it to the Chair-
men of the Council for the appointment of a committee.

- In other words, that is tho.proceduro that will be neces-
sary to follow undér our Arﬁiolol of Incorporation.

80, 1f you iili submit it in writing to me, I will be
glad_to pass tho suggestion uléng'to the Direotor of the
01l and Gas Division, and the Secretary of the Interior, with'
the igggoition the t they malke their recommendation to us,

MR, MAJEWSKI: I shall be gdad to. "
| MR. WILSON: I suggest that it will be very useful to
' the oil industry in forverd plenning.

GHAIRMAﬁ,HALLARAN= That 1is the only way it can be dahe.
MR, WILSON: I undorltanﬂthaf.
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MR. JACOBSEN: VWhat 13 it you are after? The gonorai
impact of the development of the gas ipdustry on oil?

MR. MAJEWSKI; Yes, that 1s 1t exactly; but I avoided
the use of the word "impact." I fhund, a,long time ago,
every time ago, ¢very time I use the word "{mpact" 1t vas
1ike an impacted tooth; I got impacted,

MR, RUSSELL BROWN: Mr. Chairmen, one other subject. I

am not quite sure whether there is anything we want to do

- sabout 1%, but I do feel I should mention it. There is a

groving development of the nation's tag problem on the part

of the Govermment officials, Theyliare collecting a lot of

- information on tax movements. Mﬁah of that information 1

being gathered, and is now belng gathered from the oil Indus-
try. It ia in proﬁoaa out through the field, and in various
places. It 1s based on the assumption that the -tructure.or
the oil industry, the tax structure, is to have a review of
the coming sessbon of Congress.

I do-not know 1f thers is anything that we can do ip'u
advance, but I didn't vant to have 1t slip up on you unsvares,
Maybe there is something the industry should do in the WAy
of studying the over-all tax structure, so we will khaw vhat
our position is., I am not sure. I am not trying to give you
an answer; I am trying to raise a problem,

CHATRMAN HALLANAN: You have heard Mr. Brown's famhrkn,

gentlemen. Is there eny discussion in relation to 147
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MR, JACOBSEN: ©No, except that ﬁo is entirely right,

CHAIRMAN HALLANAN; I would think that the Midﬂconﬁinont
011 and Gas Association, and Independent Petroleum AWoolis-
tion could become very active in that field, | 7

MR. RUSSELL BROWN: One of them is,

MR, PENTRESS: Nr. Cheirman, I would like to say that
i I appreciate Mr, Majewskl and Mr., Brovn ralsing theué quei#
f tlons. As you know, in the erticles of organization, you
have the right, and as far as I am concerned, the apprecia-
tion of the Department, if you will submit any rcquoiﬁllwﬁioh
you feel appropriate for study of the Counell, I wolcbmg1 
‘ Mr. Majewski's and Mr. Brown's suggestions,
l - ' CHATRMAN HALLANAN; Is there any further business,
gentlemen? |
MR, FENTRESS; As you‘gonthmcn pProbably knovw, this is
the last meeting of what we might call the 1949 National
Petrolsum Counoll. You were all appointed for memborahib
for a period of one ysar. The new Council will convene in
Junuary. I do want to compliment this Oﬁuncil on the
tremendous amount of work that it has 49ns; and ;ho éroat'
asslstance that it has heen to Government in its pnobloml;
Not only from the standpoint of reports; But from the idvico
" freely given by each of you whenever we have calied upon you
for such advice, |

I wish to thank y6u gentlemen for &ll the efforts that
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you have expended; and they have been very tfomnndoul.
| CHAIRMAN HALLANAN: Thank you,
(Whereupon, motion was duly made, peconded,
! | and carriod~thsf the hearing ad journ.)
CHAIRMAN HALLARAN: It 1s 80 ordered,

(wvhereupon, at 12:30 p.h., the meeting was adjournad.)






